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DEPARTMENT OF DEFENSE

DEPARTMENT OF HEALTH AND HUMAN SERVICES
DEPARTMENT OF TRANSPORTATION

WASHINGTON, D.C.

March 10, 1986

FOREWORD

This Regulation is issued under the authority of DoD Instruction 6010.8,
"Administration of the Civilian Health and Medical Program of the Uniformed
Services (CHAMPUS)," October 24, 1984. It corrects typographical errors, updates
references, and incorporates substantive coordinated or mandated changes issued
since its original publication. Its purpose is to prescribe uniform policy for

the worldwide operation of CHAMPUS, and to provide guidelines for an equitable
delivery of authorized health care benefits to all beneficiaries.

DoD 6010.8-R, "Civilian Health and Medical Program of the Uniformed Services
(CHAMPUS)," January 10, 1977, is hereby canceled.

This Regulation applies to thu Office of the Secretary of Defense (OSD), the
Military Departments, the Organization of the Joint Chiefs of Staff, the Unified
and Specified Commands, and th,. Defense Agencies (hereafter referred to collec-
tively as "DoD Components"), the U.S. Coast Guard (CG), the Commissioned Corps
of the U.S. Public Health Service (USPHS), and the Commissioned Corps of the
National Oceanic and Atmospheric Administration (NOAA) (hereafter referred to
collectively as the "other Uniformed Services").

This Regulation is effective immediately and is mandatory for use by DoD
Components, CG, USPHS, and NOAA.

Forward recommended changes to this Regulation through channels to the

Director, OCHAMPUS
Aurora, Colorado 80045-6900

DoD Components and the other Uniformed Services may obtain copies of this
Regulation through their own publication channels. Other Federal agencies
and the public may obtain copies from the U.S. Department of Conmmerce,
National Technical Information Service, 5285 Port Royal Road, Springfield,
VA 22161.



Records responsibility for this Regulation is assigned to the Department of
Defense. This responsibility includes the retirement of records and the
publication of changes.

William Mayer, TI.D.
Assistant Serretary nF Defense

(Health Affairs)

Edward N. Brandt, Jr., M D
Assistant Secretary for Health

Department of Health and Human Services

Ad iral James S. (-rev
Commandant, United States coast Guard,
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CHAPTER 1

GENERAL PROVISIONS

A. PURPOSE

This Regulation prescribes guidelines and policies for the administration
of the Civilian Health and Medical Program of the Uniformed Services (CHAMPUS)
for the Army, the Navy, the Air Force, the Marine Corps, the Coast Guard, the
Commissioned Corps of the U.S. Public Health Service (USPHS) and the Conunis-
! -ed Corps of the National Oceanic and Atmospheric Administration (NOAA).

B. APPLICABILITY

1. Geographic. This Regulation is applicable geographically within the
50 States of the United States, the District of Columbia, the Commonwealth of
Puerto Rico, and the United States possessions and territories, and in all
foreign countries, unless specific exerptions are granted in writing by the
Director, OCHAMPUS, or a designee.

2. Agenc_. The provisions of this Regulation apply throughout the
Department of Defense (DoD), the Coast Guard, the Commissioned Corps of the
USPHS, and the Commissioned Corps of the NOAA.

C. AUTHORITY AND RESPONSIBILITY

1. Legislative authority

a. Joint regulations. 10 U.S.C., Chapter 55 (reference (a)). author-
izes the Secretary of Defense, the Secretary of Health and Human Services, and
the Secretary of Transportation jointly to prescribe regulations for the admin-
istration of CHAMPUS.

b. Administration. 10 U.S.C., Chapter 55 (reference (a)), also
authorizes the Secretary of Defense to administer CHAMPUS for the Army, Navy,
Air Force, and Marine Corps tinder DoD jurisdiction, the Secretary of Trans-
portation to administer CHAMPUS for the Coast Guard, when the Coast Guard is
not operating as a service in the Navy, and the Secretary of Health and Human
Services to administer CHAMPUS for the Commissioned Corps of the NOAA and the
USPHS.

2. Organizational delegations and assignments

a. Assistant Secretary of Defense (Health Affairs)(ASD(HA)). The
Secretary of Defense, by DoD Directive 5136.1 (reference (b)), delegated
authority to the ASD(HA) to provide policy guidance, management control and
coordination as required for CHAMPUS, and to develop, issue, and maintain
regulations with the coordination of the Military Departments and consistent
with DoD 5025.1-M (reference (c)). Additional implementing authority is
contained in DoD Directive 5105.46 (reference (d)).

b. Department of Health and Human Services. The Secretary of Hf-alth
and Human Services has delegated authority to the Assistant Secretary for
Health, DHHS, to consult with the Secretary of Defense or a designee and to
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approve and issue joint regulations implementing 10 U.S.C., Chapter 55
(reference (a)). This delegation was effective April 19, 1976 (41 FR 18698,
May 6, 1976).

c. Department of Transportation. The Secretary of Transportation ha•
delegated authority to the Commandant, United States Coast Guard, to consult
with the Secretary of Defense or a designee and to approve and issue joint
regulations implementing 10 U.S.C., Chapter 55 (reference (a)).

d. Office of CHAMPUS (OCHAMPUS). By DoD Directive 5105.46
(reference (d)), OCHAMPUS was established as an OSD field activity under
the policy guidance and direction of the ASD(HA). The Director, OCHAMPUS,
is directed to execute the following responsibilities and functions:

(1) Supervise and administer the programs and missions to:

(a) Provide technical direction and guidance on organiza-
tional, administrative, and operational matters.

(b) Conduct studies and research activities in the health
care area to assist in formulating policy required to guide OCHAMPUS in carry-
ing out its programs.

(c) Enter into agreements through the Department of Defense
with respect to the Military Departments or other U.S. Government entities, as
required, for the effective performance of CHAMPUS.

(d) Supervise and administer OCHAMPUS financial management
activities to include:

1 Formulating budget estimates and justifications to
be submitted to the Deputy Assistant Secretary of Defense (Administration)
(DASD(A)) for inclusion in the overall budget for the Office of the Secretary
of Defense.

2 Ensuring the establishment and maintenance of
necessary accounting records and the submission of required financial reports
to the DASD(A).

3 Ensuring the effective execution of approved budgets.

(e) Contract for claims processing services, studies and
research, supplies, equipment, and other services necessary to carry out the
CHAMPUS programs.

(f) Monitor claims adjudication and processing contracts to
ensure that CHAMPUS fiscal intermediaries are fulfilling theii obligations.

(g) Convey appropriate CHAMPITS information to •iovidpr;s of
care, practitioners, professional societies, health industry organization'Z.
fiscal agents, hospital contractors, and others who have need of such informa-
tion.
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(h) Collect, maintain, and analyze program cost and utili-
zation data appropriate for preparation of budgets, fiscal planning, and as
otherwise needed to carry out CHAMPUS programs and missions.

(i) Arrange for the facilities logistical and adminis-
trative support to be provided by the Military Departments.

1j) Execute such other functions as appropriate to admin-
ister the programs and missions assigned.

(2) Direct and control the office, activities, and functions of
OCHAMPUS Europe (OCHAMPUSEUR).

NOTE: The Director, OCIIAMPUS, may also establish similar offices
for OCHAMPUS Southern Hemisphere (OCHAMPUSSO) and
OCHAMPUS Pacific (OCHAMPUSPAC).

(3) Develop for issuance, subject to approval by the ASD(HA),
such policies or regulations as required to administer and manage CHAMPUS
effectively.

e. EviO'-nce of eligibility. The Department of Defense, through the
Delense Enrollment 2ligibility Reporting System (DEERS), is responsible for
establishing and maintaining a listing of persons eligible to receive benefits
under CHAMPUS. Identification cards or devices bearing information necessary
for preliminary evidence of eligibility, subject to verification through '.he
DEERS, shall 'oe issued to eligible persons by the appropriate Uniformed Service

4 (DOD 1341.1-M, reference (e)).

D. MEDICAL BENEFITS PROGRAM

The CHAMPUS is a program of medical benefits provided by the U.S. Government
under public law to specified categories of individuals who are qualified for
these benefits by virtue of their relationship to one of the seven Uniformed
Services. Although similar in structure in many of its aspects, CHAMPUS is
not an insurance program in that it does not involve a contract guaranteeing
the indemnification of an insured party against a specified loss in return for
a premium paid. Further, CHAMPUS is not subject to those state regulatory
bodies nr agencies that control the insurance business generally.

E. PROGRAM FUNDS

The fund,; used by CHAMPUS are appropriated funds furnished by the Congress
through ti-e annual appropriation acts for the Department of Defense and the
DHHS. These funds are further dishursed by agents of the government under
contracts negotiated by the Director, OCHAMPUS, or a designee, under the
provisions of the Federal Acquisition Regulation (FAR) (reference (f)). These
agents (referred to in this Regulation as CHAMPUS fiscal intermediaries) r-eive
claims against CHAMPUS and adjudicate the claims tinder this Regulation and.l in
accordance with administrative procedures and instructions presrribed in their
contracts. The funds expended for CHAMPUS benefits are federal funds provided
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CHAMPUS fiscal intermediaries solely to pay CHAMPUS claims, and are not a part
of or obtained from the CHAMPUS fiscal intermediary's funds related to other
programs or insurance coverage. CHAMPUS fiscal intermediaries are reimbursed
for the adjudication and payment of CIIAMPUS claims at a rate (generally fixed-
price) prescribed in their contracts.

F. CLAIMS ADJUDICATION AND PROCESSING

The Director, OCHAMPUS, is responsible for making such arrangements as are
necessary to adjudicate and process CHAMPUS claims worldwide.

1. The United States

a. Contracting out. The primary method of processing CHAMPUS claims
in the United States is through competitively procured, fixed-price contracts.
The Director, OCHAMPUS, or a designee, is responsible for negotiating, under
the provisions of the FAR (reference (f)), contracts for the purpose of adjudi-
cating and processing CHAMPUS claims (and related supporting activities).

b. In-house. The Director, OCHAMPUS, or a designee, is authorized
to adjudicate and process certain CHAMPUS claims in-house at OCHAMPUS, when it
is determined to be in the best interests of CHAMPUS subject to applicable con-
siderations set forth in OMB Circular A-76 (reference (g)). Such in-house
claims processing may involve special or unique claims, or all claims for a
specific geographic area.

2. Outside the United States

a. Special subsidiary office or contract ing_out. For adjudicating
and processing CHAMPUS claims for services or supplies provided outside the
United States, the Director, OCHAMPUS, or a designee, has the option of either
setting up a special subsidiary claims paying operation (such as OCHAMPUSEUR)
or contracting out as described in paragraph F.l.a. of this chapter. Such
claims paying operations are reviewed periodically to determine whether current
arrangements continue to be appropriate and the most effective.

b. Support agreements. In those situations outside the United States
that demand special arrangements, the Director, OCHAMPUS, may enter into
support agreements through the Department of Defense with any of the Military
Departments or other government agency to process CHAMPUS claims in specific
geographic locations. Such agreements may be negotiated for such period of
time as the Director, OCHAMPUS, or designee, may determine to be necessary to
meet identified special demands.

G. RECOMMENDATIONS FOR CHANGE TO REGULATION

The Director, OCHAMPUS. or a designee, shall establish procfdutý,s for
receiving and processing recomnendations for ,hanges to this Ropulation from
interested parties.
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O H. CHAMPUS CLAIMS FORMS

The Director, OCHAIPUS, or a designee, is responsible for the development
and updating of all CHAMPUS claim foriis and any other forms necessary in the
administration of CHAMPUS.

I. THE CHAMPUS HANDBOOK

The Director, OCHAMPUS, or a designee, shall develop the CHAMPUS Handbook.
The CHAMPUS Handbook is a general program guide for the use of CHAMPUS benefi-
ciaries and providers and shall be updated, as required.

J. PROGRAM INTEGRITY

The Director, OCHAMPUS, or a designee, shall oversee all CHAMPUS personnel,
fiscal intermediaries, providers, and beneficiaries to ensure compliance with
this Regulation. The Director, OCHAMPUS, or a designee, shall accomplish this
by means of proper delegation of authority, separation of responsibilities,
establishment of reports, performance evaluations, internal and external manage-
ment and fiscal audits, personal or delegated reviews of CHAMPUS responsibili-
ties, taking affidavits, exchange of information among state and federal
governmental agencies, insurers, providers and associations of providers, and
such other means as may be appropriate. Compliance with law and this Regulation
shall include compliance with specific contracts and agreements, regardless of
form, and general instructions, such as CHAMPUS policies, instructions,
procedures, and criteria relating to CHAMPUS operation.

K. ROLE OF CHAMPUS HEALTH BENEFITS ADVISOR (HBA)

The CHAMPUS HBA is appointed (generally by the commander of a Uniformed
Services medical treatment facility) to serve as an advisor to patients and
staff in matters involving CHAMPUS. The CHAMPUS HBA may assist beneficiaries
or sponsors in applying for CHAMPUS benefits, in the preparation of claims,
and in their relations with OCHAMPUS and CHAMPUS fiscal intermediaries.
However, the CHAMPUS HBA is not responsible for CHAMPUS policies and procedures
and has no authority to make benefit determinations or obligate Government
funds. Advice given to beneficiaries as to determination of benefits or level
of payment is not binding on OCHAMPUS or CHAMPUS fiscal intermediaries.

L. COOPERATION AND EXCHANGE OF INFORMATION WITH OTHER FEDERAL PROGRAMS

The Director, OCHAMPUS, or a designee, shall disclose to appropriate officers
or employees of the DHHS:

1. Investigation for fraud. The name and address of any physician or
other individual actively being investigated for possible fraud in connection
with CHAMPUS, and the nature of suf:h suspected fraud. An active invp;t igatilon
exists when there is significant evidence supporting an initi al enitplaint )l-It
there is need for further investigation.
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2. Unnecessary services. The name and address of any provider of medical
services, organization, or other person found, after consultation with an appro-
priate professional association or appropriate peer review body, to have pro-
vided unnecessary services. Such information will be released only for the
purpose of conducting an investigation or prosecution, or for the administra-
tion of titles XVIII and XIX of the Social Security Act (reference (h)), pro-
vided that the information will be released only to the agency's enforcement
branch and that the agency will preserve the confidentiality of the information
received and will not disclose such information for other than program purposes.

M. DISCLOSURE OF INFORMATION TO THE PUBLIC

Records and information acquired in the administration of CHANPUS are
records of the Department of Defense and may be disclosed in accordance with
DoD Directive 5400.7, DoD 5400.7-R, and DoD 5400.11-R (references (i), (j),
and (k) and codified in 32 CFR Parts 286 and 286a), constituting the applicable
DoD Directives and DoD Regulations implementing the Freedom of Informat:.on And
the Privacy Acts.

N. DISCRETIONARY AUTHORITY

When it is determined to be in the best interest of CHAtIPHS, the Director,
OCHAMPUS, or a designee, is granted discretionary authority to waive any
requirements of this Regulation, except that any requirement specifically
set forth in 10 U.S.C., Chapter 55 (reference (a)), or otherwise imposed by
law, may not be waived. It is the intent that such discretionary authority
be used only under very unusual and limited circumstances and not to deny any
individual any right, benefit, or privilege provided to him or her by statute
or this Regulation. Any such exception granted by the Director, OCHAMPUS, or a
designee, shall apply only to the individual circumstance or case involved and
will in no way be construed to be precedent-setting.

0. DEMONSTRATION PROJECTS

1. Authority. The Director, OCHAtPUS, may waive or alter any require-
ments of this Regulation in connection with the conduct of a demonstration
project required or authorized by law except for any requirement that may not
be waived or altered pursuant to 10 U.S.C., Chapter 55 (reference (a)), or
other applicable law.

2. Procedures. At least 30 days prior to taking effect. OCHAMPUS shall
publish a notice describing the demonstration project, the requirements of
this Regulation being waived or altered under the above subsection 0.1. and
the duration of the waiver or alteration. Consistent with the purpose and
nature of demonstration projects, these notices are not covered by public
comment practices under DoD Directive 5400.9 (32 CFR Part 296) ol DoP Instruc-
tion 6010.8.

3. Definit ion. For purposes of this sec tin Q., a '.pmnqctratin pro i t
is a project of limited duration designed to test a dititernt method for the
finance, delivery or administration of ha]aJth car-e attivitioeq tnr tho
Uniformed Services. Demonstration projects may be rpq'i"yed nu authorized by
10 U.S.C. 1092, any other statutory provision reqniring oi. authci ing a
demonstration project or any other provision of law that authorizes the

activity involved in the demonstration project.
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. P. MILITARY-CIVILIAN HEALTH SERVICES PARTNERSHIP PROGRAM.

The Secretary of Defense, or designee, may enter into an agreement (external
or internal) providing for the sharing of resources between facilities of the
uniformed services and facilities of a civilian health care provider or providers
if the Secretary determines that such an agreement would result in the delivery
of health care in a more effective, efficient or economical manner. This
partnership allows CHA14PUS beneficiaries to receive inpatient and outpatient
services through CHAMPUS from civilian personnel providing health care services
in military treatment facilities and from uniformed service professional
providers in civilian facilities. The policies and procedures by which
partnership agreements may be executed are set forth in Department of Defense
Instruction (DoDI) 6010.12, "Military-Civilian Health Services Partnership
program." The Director, OCHAMPUS, or a designee, shall issue policies,
instructions, procedures, guidelines, standards, or criteria as may be necessary
to:

-- provide support for implementation of DoDI 6010.12;
-- to promulgate and manage benefit and financial policy issues: and
-- to develop a program evaluation process to ensure the Partnership Program

accomplishes the purpose for which it was developed.

1. Partnershipaagreements. Military treatment facility commanders, based

upon the authority provided by their respective Surgeons General of the military
departments, are responsible for entering into individual partnership agreements
only when they have determined specifically that use of the Partnership Program
is more economical overall to the Government than referring the need for health
care services to the civilian community under the normal operation of the CHAMPUS
Program. All such agreements are subject to the review and approval of the
Director, OCHAMPUS, or designee, and the appropriate Surgeon General.

a. Externalpartnership agreements. The external partnership
agreement is an agreement between a military treatment facility commnandcr and a
CHAMPUS-authorized institutional provider, enabling Uniformed Services health
care personnel to provide otherwise covered medical care to CHA14PUS beneficiaries
in a civilian facility. Authorized costs associated with the use of the facility
will be financed through CHAMPUS under normal cost-sharing and reimbursement
procedures currently applicable under the basic CHAMPUS. Savings will be
realized under this type agreement by using available military health care
personnel to avoid the civilian tprofessional provider charges which would
otherwise be billed to CHAMPUS.

b. Internal!p attnership a&areements. The internal partnership
agreement is an agreement between a military treatment facility commander and a
CHAMPUS-authorized civilian health care provider which enable' the use of
civilian health care personnel or other resources to provide medical care to
CHAMPUS beneficiaries on the premises of a military treatment facility. These
internal agreements may be established when a military treatment fan-ilitv is
unable to provide sufficient health (are services for CHAMPTTS 1-noti( iari--s duo
to shortages of personnel and other required resources. In additin to allowing
the military treatment facility to achieve maximum use of availablo ta ilitv
space, the internal agreement will result in savings to the Government by us.ing

civilian medical specialists to provide inpatient care in G,'vornmeit.-'wued
facilities, thereby avoiding the civilian facility charges which would havp
otherwise been billed to CHAMPUS.
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2. Beneficiary. cost-sharing. Beneficiary cost-sharing under the
Partnership Program is outlined in paragraph F.5. of Chapter 4 of this
Regulation.

3. Reimbursement. Reimbursement under the Partnership Program is outlined
in paragraph F. of Chapter 14 of this Regulation.

4. Beneficiar._teljgibility and authorized providers. Existing requirements
of this Regulation remain in effect as concerns beneficiary eligibility and
authorized providers.

5. Range of benefits. Health care services provided CHAMPUS beneficiaries
under the terms of the Partnership Program must be consistent with the CHAMPUS
range of benefits outlined in this Regulation. The services rendered must be
otherwise covered. Charges allowed for professional services provided under the
Partnership Program may include costs cf support personnel, equipment, and
supplies when specifically outlined in the partnership agreement. However, all
CHAMPUS coverage and provider requirements must be met.

Q. E UALITY OF BENEFITS

All claims submitted for benefits under CHAMPUS shall be adjudicated in
a consistent, fair, and equitable manner, wiLhout regard to the rank of the
sponsor.

1
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CHAPTER 2
DEFINITIONS

A. GENERAL

In an effort to be as specific as possible as to the word and intent of CHAMPUS,
the following definitions have been developed. While many of the definitions are
general and some assign meaning to relatively common terms within the health
insurance environment, others are applicable only to CHAMPUS; however, they all
appear in this Regulation solely for the purpose of the Program. Except when
otherwise specified, the definitions in this chapter apply generally throughout this
Regulation.

B. SPECIFIC DEFINITIONS

Abortion. Abortion means the intentional termination of a pregnancy by
artificial means done for a purpose other than that. of producing a live birth. A
spontaneous, missed or threatened abortion or termination of an ectopic (tubal)
pregnancy are not included within the term "abortion" as used herein.

Absent Treatment. Services performed by Christian Science practitioners
for a person when the person is not physically present. NOTE: Technically, "Absent
Treatment" is an obsolete term. The current Christian Science terminology is
"treatment through prayer and spiritual means," which is employed by an authorized
Christian Science practitioner either with the beneficiary being present or absent.
However, to be considered for coverage under CHAMPUS, the beneficiary must be. present physically when a Christian Science service is rendered, regardless of the
terminology used.

Abuse. For the purposes of this Regulation, abuse is defined as any practice
that is inconsistent with accepted sound fiscal, business, or professional practice
which results in a CHAMPUS claim, unnecessary cost, or CHAMPUS payment for services
or supplies that are: (1) not within the concepts of medically necessary and
appropriate care, as defined in this Regulation, or (2) that fail to meet
professionally recognized standards for health -are providers. The term "abuse"
includes deception or misrepresentation by a provider, or any person or entity
acting on behalf of a provider in relation to a CHAMPUS claim.

NOTE: Unless a specific action is deemed gross and flagrant, a pattern of
inappropriate practice will normally be required to find that abuse
has orcurred. Also, any practice or action that constitutes fraud, as
defined by tnis Regulation, would also be abuse.

Accidental Inj uri. Physical bodily injury resulting from an external force,
blow or fall, or the ingestion of a foreign body or harmful substance, requiring
immediate medical treatment. Accidental injury also includes animal and insect
bites and sunstrokes. For the purpose of CHAMPUS, the breaking of a tooth or teeth
does not constitute a physical bodily injury.

Act. ive Duty. Full-time duty il tlhe Uniformpd Services of the United States. It
includes duty on the active list, full-time training duty, annual training duty. anu. attendance while in the active Military Service, at a school designated as a Servi,'e
school by law or by the Secretary of the Military Department concerned.
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Active Duty_ Member. A person on active duty in a Uniformed Service under a call
or order that does not specify a period of 30 days or less.

Acupuncture. The practice of inserting needles into various body parts to
pierce specific peripheral nerves for the production of counter-irritation to
relieve the discomfort of pain, induce surgical anesthesia, or for other treatment
purposes.

NOTE: Acupuncture is not covered by CHAMPUS.

Adequate Medical Documentation, Medical Treatment Records. Adequate medical
documentation contains sufficient information to justify the diagnosis, the
treatment plan, and the services and supplies furnished. Under CHAM4PUS, it. is
required that adequate and sufficient clinical records be kept by the health care
provider(s) to substantiate that specific care was actually and appropriately
furnished, was medically necessary and appropriate (as defined by this Regulation),
and to identify the individual(s) who provided the care. All procedures billed must
be documented in the records. In determining whether medical records are adequate,
the records will be reviewed under the generally acceptable standards such as the
applicable Joint Commission on Accreditation of Healthcare Organizations (JCAHO)
standards, the Peer Review Organization (PRO) standards (and the provider's state or
local licensing requirements) and other requirements specified by this Regulation.
In general, the documentation requirements for a professional provider are not less
in the outpatient setting than the inpatient setting.

Adequate Medical Documentation, Mental Health Records. Adequate medical
documentation provides the means for measuring the type, frequency, and duration of
active treatment mechanisms employed and progress under the treatment plan. Under
CHAMPUS, it is required that adequate and sufficient clinical records he kept by the
provider to substantiate that specific care was actually and appropriately
furnished, was medically or psychologically necessary (as defined by this
Regulation), and to identify the individual(s) who provided the care. Earh service
provided or billed must be documented in the records. In determining whether
medical records are adequate, the records will be reviewed undet the generally
acceptable standards (e.g., the applicable JCAHO standards and the provider's state
or local licensing requirements) and other requirements specified by this
Regulation. It must be noted that the psychiatric and psychological evaluations,
physician orders, the treatment plan, integrated progress notes (and physician
progress notes if separate from the integrated progress notes), and the discharge
summary are the more critical elements of the mental health record. However,
nursing and staff notes, no matter how complete, are not a substitute for the
documentation of services by the individual professional provider who furnished
treatment to the beneficiary. In general, the documentation requirements of a
professional provider are not less in the outpatient setting than the inpatient
setting. Furthermore, even though a hospital that provides psychiatric carp may be
accredited under the JCAHO manual for hospitals rather than the c,;olidated
standards manual, the critical elemernts (,f 1ht- mt-iiL l *,-dalt . te• ord 1it ,i above are
required for CHAMPUS claims.

Adjunctive DentalCare. Dontal , are that in m-li, alv -. -v it- th,

treatment of an otherwise owvered medi,:al (not dental -,inlif "(-I, iln -I!, iW t c: al
part of the treatment of such medical condition, and is P,;--ntia ta c the : 'nt rol ot
the primary medical condition; or, is required in preparation for or as the recult 0
of dental trauma which may be or is caused by medically necessatv tieatmerit of an
injury or disease (iatrogenic).
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Admission. The formal acceptance by a CHAMPUS authorized institutional provider
of a CHAMPUS beneficiary for the purpose of diagnosis and treatment of illness,
injury, pregnancy, or mental disorder.

Adopted Child. A child taken into one's own family by legal process and treated
as one's own child. In case of adoption, CHAMPUS eligibility begins as of 12:01
a.m. of the day of the final adoption decree. NOTE: There is no CHAMPUS benefit
entitlement during any interim waiting period.

All-Inclusive Per Diem Rate. The OCHAMPUS determined rate that encompasses the
daily charge for inpatient care and, unless specifically excepted, all other
treatment determined necessary and rendered as part of the treatment plan
established for a patient, and accepted by OCHAMPUS.

Allowable Charge. The CHAMPUS-determined level of payment to physicians, other
individual professional providers and cther providers, based on one of the approved
reimbursement methods set forth in Chapter 14 of this Regulation. Allowable charge
also may be referred to as the CHAMPUS-determined reasonable charge.

Allowable Cost. The CHAMPUS-determined level of payment to hospitals or other
institutions, based on one of the approved reimbursement methods set forth in
Chapter 14 of this Regulation. Allowable cost may also be referred to as the
CHAMPUS-determined reasonable cost.

Ambulance. A specially designed vehicle for transporting the sick or injured' that contains a stretcher, linens, first aid supplies, oxygen equipment, and such
lifesaving equipment required by state and local law, and that is staffed by
personnel trained to provide first aid treatment.

Amount in Dispute. The amount of money, determined under this Regulation, that
CHAMPTIS would pay for medical services and supplies involved in an adverse
determination being appealed if the appeal were resolved in favor of the appealing
party. See Chapter 10 for additional information concerning the determination of

"amount in dispute" under this Regulation.

Anesthesia Services. The administration of an anesthetic agent by injection or
inhalation, the purpose h..d effect of which is to produce surgical anesthesia
characterized by muscular relaxation, loss of sensation, or loss of consciousness
when administered by or under the direction of a physician or dentist in connection
with othprwise covered surgery or obstetrical care, or shock therapy. Anesthesia
service- do not include hypnosis or acupuncture.

Appealahlbe Issue. Disputed questions of fact which, if resolved in favor of the
appealing party, would result in the authorization of CHAMPUS benefits, or apprnval
as an authorized provider in accordance with this Regulation. An appealable issue
dces not exiqt if no facts are in dispute, if no CHAMPUS benefit, would te pavalle.
(,I if there is no, authorized provider, regardless of the resolution of any di•|puted
fa,,ts. SPe Chapter 10 fur additional information concerning the det tminal i-,i ý,f
"appfealablp isuo' under this Regulation.
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Appealing Patty. Any party to the initial determination who files an
appeal of an adverse determination or requests a hearing under the provisions
of this Regulation.

Appropriate Medical Care

1. Services performed in connection with the diagnosis or treatment. of disease
or injury, pregnancy, mental disorder, or well-baby care which are in keeping with
the generally accepted norms for medical practice in the United States;

2. The authorized individual professional provider rendering the medical care
is qualified to perform such medical services by reason of his or her training and
education and is licensed or certified by the state where the service is rendered or
appropriate national organization or otherwise meets CHAMPUS standards; and

3. The services aie furnished ecenomically. For purposes of this Regulation,
"economically" means that the services are furnished in the least expensive level of
care or medical environment adequate to provide the required medical care regardless
of whether or not that level of care is covered by CHAMPUS.

AttendingPhysician. The physician who has the primary responsibility for the
medical diagnosis and treatment of the patient. A consultant, an
assistant-at-surgery or an anesthesiologist is not an attending physician. Under
very extraordinary circumstances, because of the presence of complex, serious, and
multiple, but unrelated, medical conditions, a patient may have more than one
attending physician concurrently rendering medical treatment during a single period
of time.

Authorized Provider. A hospital or institutional provider, physician, or other
individual professional provider, or other provider of services or supplies
specifically authorized to provide benefits under CHAMPUS in Chapter 6 of this
Regulation.

Backup Hospital. A hospital which is otherwise eligible as a CHAMPUS
institutional provider and which is fully capable of providing emergency care to a
patient who develops complications beyond the scope of services of a given category
of CHAMPUS authorized freestanding institutional provider and which is accessible
from the site of the CHAMPUS authorized freestanding institutional provider within
an average transport time acceptable for the types of medical emergencies usually
associated with the type of care provided by the freestanding facility.

Basic Program. The primary medical benefits authorized under Chapter 55 of
title 10, United States Code, and set forth in Chapter 4 of this Regulation.

Beneficiary. An individual who has been determined to be eligible for CHAMPUS
benefits, as set forth in Chapter 3 of this Regulation.
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Beneficiary Liability. The leg1l obligation of a beneficiary, his or her
estate, or responsible family member to pay for the costs of medical care or
treatment received. Specifically, for the purposes of services and supplies covered
by CHAMPUS, beneficiary liability inc.'udes any annual deductible amount,
cost-sharing amounts, or, when a provider does not submit a claim on a participating
basis on behalf of the beneficiary, amounts above the CHAMPUS-detetmined allowable
cost or charge. Benzficiary liability also includes any expenses for medical or
related services and supplies not covered by CHAMPUS.

Birthing Center. A health care provider which meets the applicable requirements
established by section B. of Chapter 6 of this Regulation.

BirthingRoom. A room and environment designed and equipped to provide care, to
accommodate support persons, and within which a woman with a low-risk, normal,
full-term pregnancy can labor, deliver and rer'ver with her infant.

Brace. An orthopedic appliance or apparatus (an orthosiq) used to support,

align, or hold parts of the body in correct position. For the purposes of CHAMPUS,
it does not include orthodontic or other dental appliances.

Capped Rate. The maximum per diem or all-inclusive rate that CHAMPUS will allow

for care.

Certified Nurse Midwife. An individual who meets the applicable requirements

established by section C. of Chapter 6 of this Regulation.

Certified Psychiatric Nurse Specialist. A licensed, registered nurse who meets
the criteria in ChapteL 6, subparagrarph C.3.c.(7).

CHAMPUS DRG-Based Payment System. A reimbursement system for hospitals which

assigns prospectively-determined payment levels to each DRG based on the average
cost of treating all CHAMPUS patients in a given DRG.

CHAMPUS Fiscal Intermediary. An organization with which the Director, OCHAMPUS,

has entered into a contract for the adjudication and processing of CHAMPUS claims
and the performance of related support activities.

CHAMPUS Health Benefits Advisors (HBAs). Those individuals located at Uniformed
Services medical facilities (on occasion at other locations) and assigned the
responsibility for providing CHAMPUS information, information concerning
availability of care from the Uniformed Services direct medical care system, and
generally assisting beneficiaries (or sponsors). Ihe term also includes "Health
Benefits Counselor" and "LMAMPUS Advisor."

Chemotherapy. The administration of approved antineoplastic drugs for the
treatment of malignancies (cancer) via perfusion, infusion, or parenteral methods of
administration.

Child. An unmarried legiti.iate child, adopted child, stepchild. or illegtimate
child, who otherwise meets the requirements (including age requirements) set forth

in paragraph B.2.d. of Chapter 3 of this Regulation.
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Chiropractor. A practitioner of chiropractic (also called chiropraxis):
essentially a system of therapeutics based upon the claim that disease is
caused by abnormal function of the nerve system. It attempts to restore
normal function of the nerve system b,: manipulation and treatment of the
structures of the human body, especially those of the spinal column.

NOTE: Services of chiropractors are not covered by CHAMPUS.

Christian Science Nurse. An individual who has been accredited as a
Christian Science Nurse by the Department of Care of the First Church of
Christ, Scientist, Boston, Massachusetts, and listed (or eligible to be
listed) in the Christian Science Journal at the time the service is provided.
The duties of Christian Science nurses are spiritual and are nonmedical and
nontechnical nursing care performed under the direction of an accredited
Christian Science practitioner. There exist two levels of Christian Science
nurse accreditation:

1. Graduate Christian Science Nurse. This accreditation is granted by
the Department of Care of the First Church of Christ, Scientist, Boston.
Massachusetts, after completion of a 3-year course of instruction and study.

2. Practical Christian Science Nurse. This accreditation is granted by
the Department of Care of the First Church of Christ, Scientist, Boston,
Massachusetts, after completion of a 1-year course of instruction and study.

Christian Science Practitioner. An individual who has been accredited as
a Christian Science Practitioner for the First Church of Christ, Scientist,
Boston, Massachusetts, and listed (or eligible to be listed) in the Christian
Science Journal at the time the service is provided. An individual who
attains this accreditation has demonstrated results of his or her healing
through faith and prayer rather than by medical treatment. Instruction is
executed by an accredited Christian Science teacher and is continuous.

Christian Science Sanatorium. A sanatorium either operated by the First
Church of Christ, Scientist, or listed and certified by the First Church of
Christ, Scientist, Boston, Massachusetts.

Chronic Medical Condition. A medical condition that is not curable, but
which is under control through active medical treatment. Su(ch chronic condi-
tions may have periodic acute episodes and may require intermittent inpatient
hospital care. However, a chronic medical condition can be controlled suffi-
ciently to permit generally continuation of some activities of persons who
are not ill (such as work and school).

Chronic Renal Disease (CRD). The end stage of renal disease which
requires a continuing course of dialysis or a kidney transplantation to
ameliorate uremic symptoms and maintain life.

Clinical Psychologist. A psychologist, certified or licensed at thp in-
dependent practice level in his or her state, who meets the criteria ii
Chapter 6, subparagraph C.3.c.(l).
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Clinical Social Worker. An individual who is licensed or certified as a
JIinical social worker and meets the criteria listed in Chapter 6.

Collateral Visits. Sessions with the patient's family or significant
others for purposes of information gathering or implementing treatment goals.

Combined Daily Cha r&e. A billing procedure by an inpatient facility that
uses an inclusive flat rate covering all professional and ancillary charges
without any itemization.

Complications of Pregnanc. One of the following, when commenc:ing or ex-

acerbating during the term of the pregnancy:

1. Caesarean delivery; hysterotomy.

2. Pregnancy terminating before expiration of 26 weeks, except a
voluntary abortion.

3. False labor or threatened miscarriage.

4. Nephritis or pyelitis of pregnancy.

5. Hyperemesis gravidarum.

6. Toxemia.

S7. Aggravation of a heart condition or diabetes.

8. Premature rupture of membrance.

9. Ectopic pregnancy.

10. Hemorrhage.

11. Other conditions as may be determined by the Director, OCHAMPUS, or

a designee.

Confinement. That period of time from the day of admission to a hospital
or other institutional provider, to the day of discharge, transfer, or separ-
ation from the facility, or death. Successive admissions also may qualify as
one confinement provided not more than 60 days have elapsed between the suc-
cessive admissions, except that successive admissions related to a single ma-
ternity episode shall be considered one confinement, regardless of the number
of days between admissions.

Conflict of Interest. Includes any situation where an active duty member
(including a reserve member while on active duty) or civilian employee of the
United States Government, through an official federal positi(,n, hav the
apparent or actual opportunity to exert, directly or indirectly, any
influence on the referral of CHAMPUS beneficiaries to himself or herself ol
others with some potential for personal gain or appearance of impropriety.
For purposes of this Regulation, individuals under contract to a Uniformed
Service may be involved in a conflict of interest situation through the
contract position.
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Congenital Anomaly. A condition existing at or from birth that is a
significant deviation from the common form or norm and is other than a common
racial or ethnic feature. For purposes of CHAMPUS, congenital anomalies do
not include anomalies relating to teeih (including malocclusion or missing
tooth buds) or structures supporting the teeth, or to any form of herma-
phroditism or sex gender confusion. Examples of congenital anomalies are
harelip, birthmarks, webbed fingers or toes, or such other conditions that
the Director, OCHAMPUS, or a designee, may determine to be congenital anom-
alies.

NOTE: Also refer to subsection E.7. of Chapter 4 of this Regulation.

Consultation. A deliberation with a specialist physician or dentist
requested by the attending physician primarily responsible for the medical
care of the patient, with respect to the diagnosis or treatment in any
particular case. A consulting physician or dentist may perform a limited
examination of a given system or one requiring a complete diagnostic history
and examination. To qualify as a consultation, a written report to the
attending physician of the findings of the consultant is required.

NOTE: Staff consultations required by rules and regulations
of the medical staff of a hospital or other institu-
tional provider do not qualify as consultation.

Consulting_physician or Dentist. A physician or dentist, other than the
attending physician, who performs a consultation.

Conviction. For purposes of this Regulation, "conviction" or "convicted"
means that (1) a judgment of conviction has been entered, or (2) there has
been a finding of guilt by the trier of fact, or (3) a plea of guilty or a
plea of nolo contendere has been accepted by a court of competent
jurisdiction, regardless of whether an appeal is pending.

Coordination of Benefits. The coordination, on a primary or secondary
payer basis, of the payment of benefits between two or more health care
coverages to avoid duplication of benefit payments.

Cosmetic, Reconstructive, or Plastic Surgery. Surgery that can be
expected primarily to improve the physical appearance of a beneficiary, or
that is performed primarily for psychological purposes, or that restorcs
form, but does not correct or improve materially a bodily function.

Cost-Share. The amount of money for which the beneficiary (or sponsor)
is responsible in connection with otherwise covered inpatient and outpatient
services (other than the annual fiscal year deductible or disallowed amounts)
as set forth in section F. of Chapter 4, and section B. of Chapter 5 of this
Regulation. Cost-sharing may also be referred to as "co-payment."

Custodial Care. Care rendered to a patient (1) who is ,liqahled mentally
or physically and such disability is expected to continue and be prolonged.
and (2) who requires a protected, monitored, or controlled environment
whether in an institution or in the home, and (3) who requires assistance t(
support the essentials of daily living, and (4) who is not under active and
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specific medical, surgical, or psychiatric treatment that will reduce the
disability to the extent necessary to enable the patient to function outside
the protected, monitored, or controlled environment. A custodial care
determination is not precluded by the fact that a patient is under the care
of a supervising or attending physician and that services are being ordered
and prescribed to support and generally maintain the patient's condition, or
provide for the patient's comfort, or ensure the manageability of the
patient. Further, a custodial care determination is not precluded because
the ordered and prescribed services and supplies are being provided by an
R.N., L.P.N., or L.V.N.

NOTE: The determination of custodial care in no way implies that the
care being rendered is not required by the patient: it only means
that It is the kind of care that is not covered under CHAMPUS. A
program of physical and mental rehabilitation which is designed to
reduce a disability is not custodial care as long as the objective
of the program is a reduced level of care.

Day or Night Care. A program of services for the diagnosis, care, and
treatment of persons with psychiatric disorders that provides a planned
medical therapeutic program for patients who do not require full-time
hospitalization but who need broader programs than are possible through
outpatient visits. Patients may participate in such programs on a day or
night basis but not both programs (to do so would constitute inpatient
psychiatric hospitalization). Such programs must vest patient care under the
supervision of a professional staff of licensed physicians. Such programs
also must be operated under the auspices, either by contract or direct
administration, of a hospital accredited by the Joint Commission on
Accreditation of Healthcare Organizations (JCAHO) or a community mental
health center.

NOTE: The term "Day or Night Center" is frequently used inappropriately
to connote a single free-standing facility. This term is
synonymous with the term "Partial Hospitalization."

Da•s. Calendar days.

Deceased Service Member. A person who, at the time of his or her death,
was an active duty member of a Uniformed Service under a call or order that
did not specify a period of 30 days or less; or a retiree of a Uniformed
Service.

Deductible. Payment by a beneficiary of the first $50 of the CHAMPUS-
determined allowable costs or charges for otherwise covered outpatient
services or supplies provided in any one fiscal year: or for a family, the
aggregate payment by two or more beneficiaries who submit claims of the fir~t
$100.

Deductible Certificate. A statement issued to the benpfiijiarv (,tr
sponsor) by a CHAMPUS fiscal intermediary cprtifying to dodIt t ible am(,,int1
satisfied by a CHAMPUS beneficiary for any applicable fiscal year.

Defense Enrollment Eligibility Reporting System (DEERS). The automated
system that is composed of two phases:
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1. Enrolling all active duty and retired service members, their depen-
dents, and the dependents of deceased service members, and

2. Verifying their eligibility 'or health care benefits in the direct
care facilities and through CHAMPUS.

Dental Care. Services relating to the teeth and their supporting
structures.

Dentist. Doctor of Dental Medicine (D.M.D.) or Doctor of Dental Surgery
(D.D.S.) who is licensed to practice dentistry by an appropriate authority.

Pe pendent. A person who bears any of the following relationships to an
active duty member (under a call or order that does not specify a period of 30
days or less), retiree, or deceased active duty member or retiree, of a
Uniformed Service, that is, lawful spouse, former spouse (in certain circum-
stances), unremarried widow or widower, or child: or a spouse and child of an
active duty member of the armed forces of foreign North Atlantic Treaty
Organization (NATO) nations (refer to section B. in Chapter 3 of this
Regulation).

Deserter or Desertion Status. A service member is a deserter, or in a
desertion status, when the Uniformed Service concerned has made an
administrative determination to that effect, or the member's period of
unauthorized absence has resulted in a court-martial conviction of desertion.
Administrative declarations of desertion normally are made when a member has
been an unauthorized absentee for over 30 days, but particular circumstances
may result in an earlier declaration. Entitlement to CHAMPUS benefits ceases
as of 12:01 a.m. on the day following the day the desertion status is
declared. Benefits are not to be authorized for treatment received during a
period of unauthorized absence that results in a court-martial conviction for
desertion. Dependent eligibility for benefits is reestablished when a deserter
is returned to military control and continues, even though the member may be in
confinement, until any discharge is executed. When a deserter status is later
found to have been determined erroneously, the status of deserter is considered
never to have existed, and the member's dependents will have been eligible
continuously for benefits under CHAMPUS.

Diagnosis-Related Groups (DRGs). Diagnosis-related groups (DP(s) are a
method of dividing hospital patients into clinically coherent groups based on
the consumption of resources. Patients are assigned to the groups based on
their principal diagnosis (the reason for admission, determined after study),
secondary diagnoses, procedures performed, and the patient's age, sex. and
discharge status.

Diagnostic Admission. An admission to a hospital or other authorized in-
stitutional provider, or an extension of a stay in such a facility, primarily
for the purpose of performing diagn(,ýztic tpsts. examination,:, andJ procedurts.

Doctor of Dental Med dic ine (DD. HN.P. ) A person who has tr-eived a degreP in
dentistry, that is, that department of the healing arts which is concerned with
the teeth, oral cavity, and associated structures.
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Doctor of Medicine (M.D.). A person who has graduated from a college of
allopathic medicine and who is entitled legally to use the designation M.D.

Doctor of OsteopathyQD--O.). A pVactitioner of osteopathy, that is, a
system of therapy based on the theory that the body is capable of making its
own remedies against disease and other toxic conditions when it is in normal
structural relationship and has favorable environmental conditions and adequate
nutrition. It utilizes generally accepted physical, medicinal, and surgical
methods of diagnosis and therapy, while placing chief emphasis on the
importance of normal body mechanics and manipulative methods of detecting and
correcting faulty structure.

Domiciliary Care. Inpatient institut innal care provided the beneficiary
not because it is medically necessary, but because the care in the home setting
is not available, is unsuitable, or members of the patient's family are
unwilling to provide the care. Institutionalization because of abandonment
constitutes domiciliary care.

NOTE: The terms "domiciliary" and "custodial care" represent separate
concepts and are not interchangeable. Domiciliary care is not
covered under either the CHAMPUS Basic Program or the Program for
the Handicapped (PFTH).

Donor. An individual who supplies living tissue or material to be used in
another body, such as a person who furnishes a kidney for renal transplant.

Double Coverage. When a CHAMPUS beneficiary also is enrolled in another
insurance, medical service, or health plan thuk duplicates all or part of a
beneficiary's CHAMPUS benefits.

Double Coverage Plan. The specific insurance, medical service, or health
plan under which a CHAMPUS beneficiary has entitlement to medical benefits that.
duplicate CHAMPUS benefits in whole or in part. Double coverage plans do not
include:

1. Medicaid.

2. Coverage specifically designed to supplement CHAMPUS benefits.

3. Entitlement to receive care from the Uniformed Services medical

facilities; or

4. Entitlement to receive care from Veterans Administration medical carp
facilities.

Dual Compensation. Federal Law (5 U.S.C. 5536) prohibits active d'itv

members or civilian employees of the United States &oveLnment ft,-M ,_eiving
additional compensation from the g,'crnment abo'e their normal pav and
allowances. Th 4 s prohibition appli-s t' CHAMPUS copt-shating "t mdi-aI at-

provided by active duty members or civilian g'veLnment emplv-es to CHAIMIPS
beneficiaries.
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Durable Medical Equipment. Equipment for which the allowable charge is
over $100 and which:

1. Is medically necessary for the treatment of a covered illness or
injury;

2. Improves the function of a malformed, diseased, or injured body part,
or retards further deterioration of a patient's physical condition;

3. Is used primarily and customarily to serve a medical purpose rather
than primarily for transportation, comfort, or convenience;

4. Can withstand repeated use;

5. Provides the medically appropriate level of pprformancp and quality
for the medical condition present (that is, nonluxury and nondeluxe);

6. Is other than spectacles, eyeglasses, contact lenses, or -'-her optical
devices, hearing aids, or other communication devices; and

7. Is ether than exercise equipment, spas, whirlpools, hot tubs,
swimming pools or other such items.

Emergency Inpatient Admission. An unscheduled, unexpected, medically
necessary admission to a hospital or other authorized institutional provider
for treatment of a medical condition meeting the definition of medical emer-

gency and which is determined to require immediate inpatient treatment by the
attending physician.

Entity. For purposes of Chapter 9.F.I., "entity" includes a corporation,
trust, partnership, sole proprietorship or other kind of business enterprise
that is or may be eligible to receive reimbursement either directly or
indirectly from CHAMPUS.

Essentials of Daily Living. Care that consists of providing food
(including special diets), clothing, and shelter; personal hygiene services;
observation and general monitoring; bowel training or management: safety
precautions; general preventive procedures (such as turning to prevent
bedsores); passive exercise; companionship; recreation; transportation; and
such other elements of personal care that reasonably can be performed by an
untrained adult with minimal instruction or supervision.

Experimental. Medical care that essentially is investigatory or an
unproven procedure or treatment regimen (usually performed under controlled
medicolegal conditions) that does not meet the generally accepted standards of
usual professional medical practice in the general medical commnunity. The
conduct of biomedical or behavioral research involving human subjects at risk
to physical, psychological, or social injury is experimental medicinp. For thp
purposes of CHAMPUS, any medical services or supplies provided und.er a
scientific research grant, either public or private, are ýlassified a,;
"experimental." (Financial grants-in-aid to an individual beneficiary are not
considered grants for this purpose.) Use of drugs and medicines and devices
not approved by the Food and Drug Administration for general use by humans
(even though approved for testing on human beings) also is considered
experimental. However, if a drug or medicine is listed in the U._S._
Pharmacopeia or the National Formulary and requires a prescription, it is not
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considered experimental even if it is tinder investigation by the U.S. Food and
Drug Administration as to its effectiveness. NOTE: In areas outside the
United States, standards comparable to those of the U.S. Food and Drug
Administration is the CHAMPUS objecti-e.

External PartnershipAgreement. The external partnership agrepmpnt is -n
agreement between a military treatment facility commander and a CHAMPUS
authorized institutional provider, enabling Uniformed Services health
care personnel to provide otherwise covered medical care to CHAMPUS
beneficiaries
in a civilian facility under the Military-Civilian Health Services Partnership
Program. Authorized costs associated with the use of the facility will be
financed through CHAMPUS under normal cost-sharing and reimbursement procedures
currently applicable under the basic CHAMPUS.

Extramedical Individual Providers of Care. Individuals who do counseling
or nonmedical therapy and whose training and therapeutic concepts are outside
the medical field, as specified in Chapter 6 of this Regulation.

Fraud. For purposes of this Regulation, fraud is defined as 1) a deception
or misrepresentation by a provider, beneficiar,,, sponsor, or any person acting
on behalf of a provider, sponsor, or beneficiary with the knowledge (or who had
reason to know or should have known) that the deception or misrepresentat ion
could result in some unauthorized CHAMPUS benefit to self or some other person,
or some unauthorized CHAMPUS payment, or 2) a claim that is false or
fictitious, or includes or is supported by any written statement which asserts
a material fact which is false or fictitious, or includes or is supported by
any written statement that (a) omits a material fact and (b) is false or
fictitious as a result of such omission and (c) is a statement in which the
person making, presenting, or submitting such statement has a duty to inlude
such material fact. It is presumed that, if a deception or misrepresentation
is established and a CHAMPUS claim is filed, the person responsible f(,c the
claim had the requisite knowledge. This presumption is rebuttable only by
substantial evidence. It is further presumed that the provider of the services
is responsible for the actions of all individuals who file a claim on behalf of
the provider (for example, billing clerks); this presumption may only be
rebutted by clear and convincing evidence.

Freestanding. Not "institution-affiliated" or "institution-based."

Former Spouse. A former husband or wife of a Uniformed Service mpriber or
former member who meets the criteria as set forth in paragraph B.2.b. of
Chapter 3 of this Regulation.

Full-Time Course of Higher Education. A complete, progressive serips of
studies to develop attributes such as knowledge, skill, mind, and character, by
formal schooling at a college or university, and which meets the (titeria qpt
out in Chapter 3 of this Regulation. To qualify as full-time, the ;tudP11t must
be carrying a c(,urse load of a minimum of 12 credit hours ot equival.nt f-a~h

semester.

Ge-neral Staff Nursing Service. All nursing care (other than that provided
by private duty nurses) including, but not limited to, general duty
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nursing, emergency room nursing, recovery room nursing, intensive nursing care,
and group ntrsir.g qrrang~mPnfq performed by nursing personnPl on the payroll of
the hospital or other authorized institution.

Good Faith Payments. Those payments made to civilian sources of medical
care who provided medical care to persons purporting to he eligible
beneficiaries but who are determined later to be ineligible for CHAMPUS
benefits. (The ineligible person usually possesses an erroneous or illegal
identification card.) To be considered for good faith payments, the civilian
source of care must have exercised reasonable precautions in identifying a
person claiming to be an eligible beneficiary.

High-risk pregpncy. A pregnancy is high-risk when the presence of a
currently active or previously treated medical, anatomical, physiological

illness or condition may create or increase the likelihood of a detrimental
effect on the mother, fetus, or newborn and presents a reasonable possibility
of the development of complications during labor or delivery.

Hosipital, Acute Care (General and Special). An institution that meets the
criteria as set forth in paragraph B.4.a. of Chapter 6 of this Regulation.

Hospital, __Long-Term(Tuberculosis, Chronic Care, _or Rehabilitation). An

institution that meets the criteria as set forth in paragraph B.4. of Chapter 6

of this Regulation.

Hospital, Psychiatric. An institution that meets the criteria as set forth
in paragraph B.4. of Chapter 6 of this Regulation.

lllegitimateChild. A child not recognized as a lawful offqpring; that is,
a child born ot parents not married to each other.

Immediate Family. The spouse, natural parent, child and sibling, adopted
child and adoptive parent, stepparent. stepchild, grandparent, grandchild,
stepbrother and stepsister, father-in-law, mother-in law of the beneficiary, or
provider, as appropriate. For purposes of this definition only, to detelmni:±e
who may render services to a beneficiary, the step-relationship continues to
exist even if the marriage upon which the relationship is based terminates
through divorce or death of one of the parents.

Independent Laboratory. A freestanding laboratory approved for
participation under Medicare and certified by the Health Care Financing

Administration.

Infirmaries. Facilities operated by student health departments of colleges
and universities to provide inpatient or outpatient care to enrolled students.
When specifically approved by the Director. OCHAMPUS. or a designee. a boarding
school infirmaLy also is included.

Initial Determination. A formal written decision on a CHAMIPUS claim, a
request for benefit authorization, a request by a provider for approval as an
authorized CHAMPUS provider, or a decision disqualifying or excluding a
provider as an authorized provider under CHAMPUS. Rejection of a claim or a
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request. for benefit or provider aut horizat ion for failure to comptv wit ti
addministrative requirements, including failure to submit reasonably requested
information, is not an initial determination. Responses to general or specific
inquiries regarding CHAMPUS benefits ire not initial determinations.

In-Out_ Surgery. Surgery performod in the outp atient department of a
hospital or other institutional provider, in a physician's offire or the offi Pe
of another individual professional provider, in a clinic, or in a
"freestanding" ambulatory surgical ,-enter which does nuot involve a fctmal
inpatient admission for a period of 24 hours or more.

n Inpatient . A patient who has been admitted to a hospital or other
authorized institution for bed occupancy for purposes of receiving necessary
medical care, with the reasonable expPctation that the patient will remain in
the institution at least 24 hours, and with the registration and assignment of
an inpatient number or designation. Institutional care in cý,nnection with in
and out (ambulatory) surgery is not included within the meaning of inpatient
whether or not an inpatient niumber or designation is made by the hospital or
other institution. If the patient has been received at the hospital, but death
occurs before the actual admission occurs, an inpatient admission exists as if
the patient had lived and had been formally admitted.

Institution-Affiliated. Related to a CHAMPUS authorized institutional
provider through a shared governing body but operating under a separate and
distinct license or accreditation.

Institution-Based. Related to a CHAMPfTS authorized institutional provider
through a shared governing body and onerating under a common license and shared
accreditat ion.

Inst itutional Provider. A health ca•p provi.1er which meets the applicable

requirements established by section B. of Chapter 6 of this Regulatien.

Intensive Care Unit _(ICU). A special segregated unit ot a nosital in
which patients are concentrated by reason of serious illness, usually without
regard to diagnosis. Special lifesaving techniques and equipment regularly and
immediately are available within the unit. and patients ate under continuous
observation by a nursing staff specially trained and selected for the care of
this type patient. The unit is maintained on a continuing rather than an
intermittent or temporary basis. It is n1't a post operative rec1ver9v room nor a
postanesthesia room. In some large or highly spec ialized hqjitals, th' ICUc

may be further refined for special ,;kirp(ses. su It as for respiratory
conditions, cardiac surgery, coronary c;are. bumn care, or neurocurgerv. For
the purposes of CHAMPUS. these spec ia 1i zý,d unIt. would be ,,ns nide Led I 'Us if
they otherwise conformed to the defini ti,,n of an ICU.

Intern. A graduate o•l a m tdi, al ,t d ntal • h',, IP','gw in a h,-t1al in

preparation to being li ensed to, pia, ti( - ntd ino r d'Tn i,- t •

Internal Partnership Agreement. The int•ent al partnership aicr-pmnnt i- an
agreement between a military t reatment tac i I j t v (-command r and a CHA-PTý1
authorized civilian health c are provider whic h enables the us-e Pi civiIian
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health care personnel or other resources to provide medical care to CHAMPUS
beneficiaries on the premises of a military treatment facility under the
Military-Civilian Health Services Partnership Program. These internal
agreements may be established when a riilitary treatment facility is unable to

provide sufficient health care services for CHAMPUS beneficiaries due to
shortages of personnel and other required resources.

Item, Service, or Supply. Includes (i) any item, device, medical sutoply.
or service claimed to have been provided to a beneficiary (patient) and listed
in an itemized claim for CHAMPUS payment or a request for payment, or (2) in
the case of a claim based on costs, any entry or omission in a cost report,
books of account, or other documents supporting the claim.

Laboratory and _Pathological Services. Laboratory and pathological
examinations (including machine diagnostic tests that produce hard-copy
results) when necessary to, and rendered in connection with medical,
obstetrical, or surgical diagnosis or treatment of an illness or injury, or in
connection with well-baby care.

Legitimized Child. A formerly illegitimate child who is considered
legitimate by reason of qualifying actions recognized in law.

I

Licensed Practical Nurse (L.P.N.). A person who is prepared specially in
the scientific basis of nursing; who is a graduate of a school of practical
nursing; whose qualifications have been examined by a state board of nursing;
and who has been authorized legally to practice as an L.P.N. under the
supervision of a physician.

Licensed Vocational Nurse (L.V.N.). A person who specifically is prepared
in the scientific basis of nursing; who is a graduate of a school of vocational
nursing; whose qualifications have been examined by a state board of nursing;
and who has been authorized legally to practice as a L.V.N. under the
supervision of a physician.

Long-Term Hospital Care. Any inpatient hospital stay that exceeds 30 days.

Low_-Risk Prergnancy. A pregnancy is low-risk when the basis for the ongoing
clinical expectation of a normal uncomplicated birth, as defined by reasonable
and generally accepted cLiteria of maternal and fetal health, is documented
throughout a generally accepted course of prenatal care.

Management Plan. A detailed description of the medical history of and
proposed therapy for a CHAMPUS beneficiary seeking benefits under the PFTH as
set forth in Chapter 5 of this Regulation. A management plan must include.
at a minimum, a diagnosis (either in the International Classification_ of
Diseases, 9th Revision, Clinrical Modification (ICD-9-CM) or the Diagnostir
and Statistical Manual of Mental Disorders, Third Edition (DSM-111)):
detailed reports of prior treatment, family history, sccial hist'crv. histoi",e
of handicapping condition, and physical examination: diagnostic test Lesults:
consultants (if any) reports: proposed therapeutic approach and mnodalitv
(including anticipated length of time the proposed modality will be
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required): prognosis; problem list: and all inclusive current or anticipated
monthly charges related to the proposed management plan. If the management
plan involves the transfer of a beneficiary from a hospital or another
inpatient facility, medical recor.d rlated to that inpatient stay also are
required as a part of the management plan documentation.

Marriage and Family Counselor_.r Pastoral Couns-elor. A person who has
completed a recognized graduate professional education with the minimum of an
earned master's degree from an accredited educational institution in an
appropriate behavioral science field or mental health discipline and meets the
experience requirements set forth in Chapter 6 of this Regulation.

Materynity Care. Care and treatment related to conception, delivery, and
abortion, including prenatal and postnatal care (generally through the 6th
post-delivery week), and also including treatment of the complications of
pregnancy.

Medicaid. Those medical benefits authorized under Title XIX of the Social
Security Act (reference (h)) provided to welfare recipients and the medically
indigent through programs administered by the various states.

Medical. The generally used term which pertains to the diagnosis and
treatment of illness, injury, pregnancy, and mental disorders by trained and
licensed or certified health professionals. For purposes of CHAMPUS, the term
"medical" should be understood to include "medical, psychological, surgical.
and obstetrical," unless it is specifically stated that a more restrictive

meaning is intended.

Medical Eme- r~gncy. The sudden and unexpected onset of a medical condition
or the acute exacerbation of a chronic condition that is threatening to life,
limb, or sight, and requires immediate medical treatment or which manifests
painful symptomatol.gy requiring immediate palliative efforts to alleviate
suffering. Medical emergencies include heart attacks, cardiovascular
accidents, poisoning, convulsions, kidney stones, and such other acute medical
conditions as may be determined to be medical emergencies by the Director,
OCHAMPUS, or a designee. In the case of a pregnancy, a medical emergency must

irolve a sudden and unexpected medical complication that puts the mother, the
baby, ot both, at risk. Pain would not, however, qualify a maternity case as
an emergency, nor would incipient birth after the 34th week of gestation,
unless an otherwise qualifying medical condition is present. Examples of
medical emergencies related to pregnancy or delivery are hemorrhage, ruptured
membrane with prolapsed cord, placenta previa, abruptio placenta, presence of

shock or unconsciousness, suspected heart attack or stroke, or trauma (such as
injuries received in an automobile accident).

Medicallyor.Psychglogically Nec~s ary. The frequency, extent, and ty .p..
of medical services or supplies whi h represent appropriate medical care and
that are generally accepted by qualified urf ess•siornals to be reasonable and
adequate for the diagnosis and tr-atment ot illnoss. injury. pregnan, y. and
mental disorders or that are reasonable1'- and adequate for well-baby rare.
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Medical Supplies and Dressings (_Consumables). Necessary medical or
surgical supplies (exclusive of durable medical equipment) that do not
withstand prolonged, repeated use and that are needed for the proper medical
management of a condition for which bt-nefits are otherwise authorized under
CHAMPUS, on either an inpatient or outpatient basis. Examples include
disposable syringes for a diabetic, colostomy sets, irrigation sets, and ace
bandages.

Medicare. Those medical benefits authorized under Title XVIII of the
Social Security Act (reference (h)) provided to persons 65 or older, certain
disabled persons, or persons with chronic renal disease, through a national
program administered by the DHHS, Health Care Financing Administration,
Medicare Bureau.

MentalDisorder. For purposes of the payment of CHAMPUS benefits, a mental
disorder is a nervous or mental condition that involves a clinically
significant behavioral or psychological syndrome or pattern that is associated
with a painful symptom, such as distress, and that impairs a patient's ability
to function in one or more major life activities. Additionally, the mental
disorder must be one of those conditions listed in the DSM-IlI.

Mental Health Counselor. An individual who meets the requirements
established by paragraph C.3.d. of chapter 6 of this Regulation.

Mental Health Therapeutic Absence. A therapeutically planned absence from
the inpatient setting. The patient is not discharged from the facility and may
be away for periods of several hours to several days. The purpose of the
therapeutic absence is to give the patient an opportunity to test his or her
ability to function outside the inpatient setting before the actual distharge.

Mental Retardation. Subnormal general intellectual. functioning associated
with impairment of either learning and social adjustment or maturation, or
both. The diagnostic classification of moderate and severe mental retardation
relates to intelligence quotient (IQ) as follows:

1. Moderate. Moderate mental retardation IQ 36-51.
2. Severe. Severe mental retardation IQ 35 and under.

Missing_in Action_(MIA). A battle casualty whose whereabouts and status
are unknown, provided the absence appears to be involuntary and the service
member is not known to be in a status of unauthorized absence. NOTE: Claims
for eligible CHAMPUS beneficiaries whose sponsor is classified as MIA are
processed as dependents of an active duty service member.

Morbid Obesity. The body weight is 100 pounds over ideal weight for height
and bone structure, according to the most current Metropolitan Life Tal,le, and
such weight is in association with severe medical conditions known to have
higher mortality rates in association with morbid obesity: -r, t he
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body weight is 200 percent or more of the ideal weight for height and bone
structure according to the most current Metropolitan Life Table. The
associated medical conditions are diabetes mellitus, hypertension,
cholecystitis, narcolepsy, pickwickian syndrome (and other severe respiratory
diseases), hypothalmic disorders, and severe arthritis of the weight-bearing
joints.

Most-Favored Rate. The lowest usual charge to any individual or
third-party payer in effect on the date of the admission of a CHAMPUS
beneficiary.

Natural Childbirth. Childbirth without the use of chemical induction or
augmentation of labor or surgical procedures other than episiotomy or perineal
repair.

Natur2path. A person who practices naturopathy, that is, a drugless system
of therapy making use of physical forces such as air, light, water, heat, and
massage. NOTE: Services of a naturopath are not covered by CHAMPUS.

Nonavailability Statement. A certification by a commander (or a designee)
of a Uniformed Services medical treatment facility recorded on DD Form 1251,
generally for the reason that the needed medical care being requested by a
CHAMPUS beneficiary cannot be provided at the facility concerned because the
necessary resources are not available.

Nonparticipating Provider. A hospital or other authorized institutional
provider, a physician or other authorized individual professional provider, or

I other authorized provider that furnished medical services or supplies to a
CHAMPUS beneficiary, but who did not agree on the CHAMPUS claim form to
participate or to accept the CHAMPUS-determined allowable cost or charge as the
total charge for the services. A nonparticipating provider looks to the
beneficiary or sponsor for payment of his or her charge, not CHAMPUS. In such
cases, CHAMPUS pays the beneficiary or sponsor, not the provider.

North Atlantic Treaty Organization _(NATO) Member. A military member of an
armed force of a foreign NATO nation who is on active duty and who, in
connection with official duties, is stationed in or passing through the United
States. The foreign NATO nations are Belgium, Canada, Denmark, France, Federal
Republic of Germany, Greece, Iceland, Italy, Luxemburg, the Netherlands,
Norway, Portugal, Spain, Turkey, and the United Kingdom.

Official Formularies. A book of official standards for certain
pharmaceuticals and preparations that are not included in the U.S.
Pharmacopeia.

Optometrist (Doctor of Optometry). A person trained and licensed to
examine and test the eyes and to treat visual defects by prescribing and
adapting corrective lenses and other optical aids, and by establishing programs
of exercises.
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Oral Surgeon (D.D.S. or D.M.D.). A person who has received a degree in
dentistry and who limits his or her practice to oral surgery, that is, that
branch of the healing arts that deals with the diagnosis and the surgical
correction and adjunctive treatment ow diseases, injuries, and defects of the
mouth, the jaws, and associated structures.

Orthopedic Shoes. Shoes prescribed by an orthopedic surgeon to effect
changes in foot or feet position and alignment and which are not an integral
part of a brace.

Other Allied Health Professionals. Individual professional providers other
than physicians, dentists, or extramedical individual providers, as specified
in Chapter 6 of this Regulation.

Other Specialized Treatment Facilities (STFs). Certain specialized medical
treatment facilities, either inpatient or outpatient, other than those
specifically defined, that provide courses of treatment prescribed by a doctor
of medicine or osteopathy; when the patient is under the supervision of a
doctor of medicine or osteopathy during the entire course of the inpatient
admission or the outpatient treatment; when the type and level of care and
services rendered by the institution are otherwise authorized in this
Regulation; when the facility meets all licensing or other certification
requirements that are extant in the jurisdiction in which the facility is
located geographically; which is accredited by the Joint Commission on
Accreditation if an appropriate accreditation program for the given type of
facility is available; and which is not a nursing home, intermediate facility,
halfway house, home for the aged, or other institution of similar purpose.

Out patient. A patient who has not been admitted to a hospital or other
authorized institution as an inpatient,

Ownership or Control Interest. For purposes of Chapter 9.F.I., a "person
with an ownership or control interest" is anyone who

1. Has directly or indirectly a 5 percent or more ownerrz:p interest in
the entity; or

2. Is the owner of a whole or part interest in any mortgage, deed of
trust, note, or other obligation secured (in whole or in part) by the entity or
any of the property or assets thereof, which whole or part interest is equal to
or exceeds 5 percent of the total property and assets of the entity; or

3. Is an officer or director of the entity if the entity is organized as
a corporation; or

4. Is a partner in the entity if the entity is organized as a
partnership.
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Participating Provider. A hospital or other authorized institutional
provider, a physician or other authorized individual professional provider, or
other authorized provider that furnished services or supplies to a CHAMPUS
beneficiary and that has agreed, by act. of signing and submitting a CHAMPUS
claim form and indicating participation in the appropriate space on the claim
form, to accept the CHAMPUS-determined allowable cost or charge as the total
charge (even though less than the actual billed amount), whether paid for fully
by the CHAMPUS allowance or requiring cost-sharing by the beneficiary (or
sponsor).

Party to a Hearing. An appealing party or parties and CHAMPUS.

Party to the Initial Determination. Includes CHAMPUS and also refers to a
CHAMPUS beneficiary and a participating provider of services whose interests
have been adjudicated by the initial determination. In addition, a provider
who has been denied approval as an authorized CHAMPUS provider is a party to
that initial determination, as is a provider who is disqualified or excluded as
an authorized provider under CHAMPUS, unless the provider is excluded based on
a determination of abuse or fraudulent practices or procedures under another
federal or federally funded program. See Chapter 10 for additional information
concerning parties not entitled to administrative review under the CHAMPUS
appeals and hearing procedures.

Pharmacist. A person who is trained specially in the scientific basis of
pharmacology and who is licensed to prepare and sell or dispense drugs and

* compounds and to make up prescriptions ordered by a physician.

Physical Medicine Services or Ph!jsiatry Services. The treatment of disease
or injury by physical means such as massage, hydrotherapy, or heat.

Physical Handicap. A physical condition of the body that meets the
following criteria:

1. Duration. The condition is expected to result in death, or has
lasted, or with reasonable certainty is expected to last, for a minimum period
of 12 months: and

2. Extent. The condition is of such severity as to preclude the
individual from engaging in substantially basic productive activities of daily
living expected of unimpaired persons of the same age group.

Physical Therapist. A person who is trained specially in the skills and
techniques of physical therapy (that is, the treatment of disease by physical
agents and methods such as heat, massage, manipulation, therapeutic exercise,
hydrotherapy, and various forms of energy such as electrotherapy and ultra-
sound), who has been authorized legally (that is, registered) to administer
reatments prescribed by a physician and who is entitled legally to use the
designation "Registered Physical Therapist." A physical therapist also may be
called a physiotherapist.
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Physician. A person with a degree of Doctor of Medicine (M.D.) or Doctor
of Osteopathy (D.O.) who is licensed to practice medicine by an appropriate
authority.

Podiatrist (Doctor of Podiatry or Surgical Chiropody). A person who has
received a degree in podiatry (formerly called chiropody), that is, that
specialized field of the healing arts that deals with the study and care of the
foot, including its anatomy, pathology, and medical and surgical treatment.

Preauthorization. A decision issued in writing by the Director, OCHAMPUS,
or a designee, that CHAMPUS benefits are payable for certain services that a
beneficiary has not yet received.

Prescription Drugs and Medicines. Drugs and medicines which at the time of
use were approved for general use by humans by the U.S. Food and Drug
Administration as listed in the U.S. Pharmacopeia and National Formulary, were
available commercially, and which, by law of the United States, require a
physician's or dentist's prescription, except that it includes insulin for
known diabetics whether or not a prescription is required.

NOTE: The fact that the U.S. Food and Drug Administration has approved
a drug for testing on humans would not qualify it within this
definition.

Preventive Care. Diagnostic and other medical procedures not related
directly to a specific illness, injury, or definitive set of symptoms, or
obstetrical care, but rather performed as periodic health screening, health
assessment, or health maintenance.

Primary Pay!er. The plan or program whose medical benefits are payable
first in a double coverage situation.

Private Duty (Special) __Nursing Services. Skilled nursing services ren-
dered to an individual patient requiring intensive medical care. Such private
duty (special) nursing must be by an actively practicing registered nurse
(R.N.) or licensed practical or vocational nurse (L.P.N. or L.V.N.) only when
the medical condition of the patient requires intensive skilled nursing
services (rather than primarily providing the essentials of daily living) and
when such skilled nursing care is ordered by the attending physician.

Private Room. A room with one bed that is designated as a private room
by the hospital or other authorized institutional provider.

Program for the Handicapped (PFTH). The special program set forth in
Chapter 5 of this Regulation, through which dependents of active duty members
receive supplemental benefits for the moderately or severely mentally retarded
and the seriously physically handicapped over and above those medical benefits
available under the Basic Program.
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Prosthetic Device (Prosthesis). An artificial substitute for a missing
* body part.

Provider. A hospital or other inst:itutional provider, a physician, or
other individual professional provider, or other provider of services or
supplies as specified in Chapter 6 of this Regulation.

Provider Exclusion and Suspension. The terms "exclusion" and "suspension",
when referring to a provider under CHAMPUS, both mean the denial of status as
an authorized provider, resulting in items, services, or supplies furnished by
the provider not being reimbursed, directly or indirectly, under CHAMPUS. The
terms may be used interchangeably to refer to a provider who has been denied
status as an authorized CHAMPUS provider based on 1) a criminal conviction or
civil judgment involving fraud, 2) an administrative finding of fraud or abuse
under CHAMPUS, 3) an administrative finding that the provider has been excluded
or suspended by another agency of the Federal Government, a state, or a local
licensing authority, 4) an administrative finding that the provider has
knowingly participated in a conflict of interest situation, or 5) an
administrative finding that it is in the best interests of the CHAMPUS or
CHAMPUS beneficiaries to exclude or suspend the provider.

Provider Termination. When a provider's status as an authorized CHAMPUS
provider is ended, other than through exclusion or suspension, based on a
finding that the provider does not meet the qualifications, as set forth in
Chapter 6 of this Regulation, to be an authorized CHAMPUS provider.

Radiation Therapy Services. The treatment of diseases by x-ray, radium, or
radioactive isotopes when ordered by the attending physician.

Referral. The act or an instance of referring a CHAMPUS beneficiary to
another authorized provider to obtain necessary medical treatment. Under
CHAMPUS, only a physician may make referrals.

Registered Nurse. A person who is prepared specially in the scientific
basis of nursing, who is a graduate of a school of nursing, and who is regis-
tered for practice after examination by a state board of nurse examiners or
similar regulatory authority, who holds a current, valid license, and who is
entitled legally to use the designation R.N.

Representative. Any person who has been appointed by a party to the ini-
tial determination as counsel or advisor and who is otherwise eligible to serve
as the counsel or advisor of the party to the initial determination,
particularly in connection with a hearing.

Resident (Medical). A graduate physician or dentist who has an M.D. or
D.O. degree, or D.D.S. or D.M.D. degree, respectively, is licensed to practice,
and who chooses to remain on the house staff of a hospital to get further
training that will qualify him or her for a medical or dental specialty.
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Residential Treatment Center (RTC). A facility (or distinct part of a
facility) which meets the criteria in Chapter 6.B.4.

Retiree. A member or former membir of a Uniformed Service who is entitled
to retired, retainer, or equivalent pay based on duty in a Uniformed Service.

Routine Eye Examinations. The services rendered in order to determine the
retractive state of the eyes.

Sanction. For purpose of Chapter 9, "sanction" means a provider exclusion,
suspension, or termination.

Secondary Payer. The plan or program whose medical benefits are payable in
double coverage situations only after the primary payer has adjudicated the
claim.

Semiprivate Room. A room containing at least two beds. If a room is
designated publicly as a semiprivate accommodation by the hospital or other
authorized institutional provider and contains multiple beds, it qualifies as a
semiprivate room for the purposes of CHAMPUS.

Skilled Nursing Facility. An institution (or a distinct part of an
institution) that meets the criteria as set forth in subsection B.4. of Chapter
6 of this Regulation.

Skilled Nursing Service. A service that can only be furnished by an R.N.,
or L.P.N. or L.V.N., and is required to be performed under the supervision of a
physician to ensure the .u.ety of the patient and achieve the medically desired
result. Examples of skilled nursing services are intravenous or intramuscular 0
injections, levin tube or gastrostomy feedings, or tracheotomy aspiration and
insertion. Skilled nursing services are other than those services that provide
primarily support for the essentials of daily living or that could be performed
by an untrained adult with minimum instruction or supervision.

Special Tutoring. Teaching or instruction provided by a private teacher to
an individual usually in a private or separate setting to enhance the
educational development of an individual in one or more study areas.

Spectacles, Eyeglasses, and Lenses. Lenses, including contact lenses, that
help to correct faulty vision.

S_•nsor. An active duty member, retiree, or deceased active duty member or
retiree, of a Uniformed Service upon whose status his or her dependents'
eligibility for CHAMPUS is based.

Spousee. A lawful wife or husband regardless of whether or not dependent
upon the active duty member or retiree.
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Student Status. A dependent of a member or former member of a Uniformed
Service who has not passed his or her 23rd birthday, and is enrolled in a
full-time course of study in an institution of higher learning.

Suppliers of Portable X-Ray Services. A supplier that meets the condi-
tions of coverage of the Medicare program, set forth in the Medicare regu-
lations (reference (m)), or the Medicaid program in the state in which the
covered service is provided.

Surgery. Medically appropriate operative procedures, including related
preoperative and postoperative care; reduction of fractures and dislocations;
injection and needling procedures of the joints; laser surgery of the eye; and
those certain procedures listed in paragraph C.2.a. of Chapter 4 of this
Regulation.

Surgical Assistant. A physician (or dentist or podiatrist) who assists the
operating surgeon in the performance of a covered surgical service when such
assistance is certified as necessary by the attending surgeon, when the type of
surgical procedure being performed is of such complexity and seriousness as to
require a surgical assistant, and when interns, residents, or other house staff
are not available to provide the surgical assistance services in the specialty
area required.

Suspension of Claims Processing. The temporary suspension of processing
(to protect the government's interests) of claims for care furnished by a
specific provider (whether the claims are submitted by the provider or
beneficiary) or claims submitted by or on behalf of a specific CHAMPUS
beneficiary pending action by the Director, OCHAMPUS, or a designee, in a case
of suspected fraud or abuse. The action may include the administrative
remedies provided for in Chapter 9 or any other Department of Defense issuance
(e.g. DoD issuances implementing the Program Fraud Civil Remedies Act), case
development or investigation by OCHAMPUS, or referral to the Department of
Defense-Inspector General or the Department of Justice for action within their
cognizant jurisdictions.

TimelyFiling. The filing of CHAMPUS claims within the prescribed time
limits as set forth in Chapter 7 of this Regulation.

Treatment Plan. A detailed description of the medical care being rendered
or expected to be rendered a CHAMPUS beneficiary seeking approval for inpatient
benefits for which preauthorization is required as set forth in section B. of
Chapter 4 of this Regulati . A treatment plan must include, at a minimum, a
diagnosis (either ICD-9-CM or DSM-III); detailed reports of prior treatment,
medical history, family history, social history, and physical examination;
diagnostic test results; consultant's reports (if any); proposed treatment by
type (such as surgical, medical, and psychiatric): a description of who is or
will be providing treatment (by discipline or specialty); anticipated
frequency, medications, and specific goals of treatment; type of inpatient
facility required and why (including length of time the related
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inpatient stay will be required); and prognosis. If the treatment plan
involves the transfer of a CHAMPUS patient from a hospital or another inpatient
facility, medical records related to that inpatient stay also are required as a
part of the treatment plan documentat.'.on.

Uniformed Services. The Army, Navy, Air Force, Marine Corps, Coast Guard,
Commissioned Corps of the USPHS, and the Commissioned Corps of the NOAA.

Veteran. A person who served in the active military, naval, or air ser-
vice, and who was discharged or released therefrom under conditions other than
dishonorable.

NOTE: Unless the veteran is eligible for "retired pay," "retirement
pay," or "retainer pay," which refers to payments of a continuing
nature and are payable at fixed intervals from the government for
military service neither the veteran nor his or her dependents
are eligible for benefits under CHAMPUS.

Well-Bay Care. A specific program of periodic health screening, devel-
opmental assessment, and routine immunization for children from birth up to 2
years.

Widow or Widower. A person who was a spouse at the time of death of the
active duty member or retiree and who has not remarried.

Worker's Compensation Benefits. Medical benefits available under any
worker's compensation law (including the Federal Employees Compensation Act),
occupational disease law, employers liability law, or any other legislation of
similar purpose, or under the maritime doctrine of maintenance, wages, and
cure.

X-Ray Services. An x-ray examination from which an x-ray film or other
image is produced, ordered by the attending physician when necessary and
rendered in connection with a medical or surgical diagnosis or treatment of an
illness or injury, or in connection with maternity or well-baby care.
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CHAPTER 3
ELIGIBILITY

A. GENERAL

This chapter sets forth those persons who, by the provisions of 10 U.S.C.,
Chapter 55 (reference (a)), and the NATO Status of Forces Agreement (reference
(n), are eligible for CHAMPUS benefits. For additional statements concerning the
special. requirements of the PFTH, refer to Chapter 5 of this Regulation. A
determination that a person is eligible does not entitle such a person auto-
matically to CHAMPUS payments. Other chapters of this Regulation set forth
additional requirements that must be met before any CHAMPUS benefits may be
extended. Additionally, the use of CHAMPUS may be denied if a Uniformed
Service medical facility capable of providing the needed care is available.

B. PERSONS ELIGIBLE

1. Retiree. A member or former member of a Uniformed Service who is
entitled to retired, retainer, or equivalent pay based on duty in a Uniformed
Service.

2. Dependent. A person who bears one of the following relationships to
an active duty member (under a call or order that does not specify a period of
30 days or less), to a retiree, to a NATO member who is stationed in or passing
through the United States on official business, or to a deceased person who
at the time of death, was an active duty member or retiree.

NOTE: According to section 767 of the Department of Defense
Appropriation Act, i981 (reference (o)), from December
15, 1980, through September 30, 1981, spouses and chil-
dren of NATO members are eligible only for outp~atient
CHAMPUS benefits while officially accompanying the NATO
member who is stationed in or passing through the United
States on official business. Availability of benefits
after September 30, 1981, will depend on the language
of future appropriation acts.

a. Spouse. A lawful husband or wife, regardless of whether or not
dependent upon the active duLy member or retiree.

b. Former Spouse. There are two groups of former spouses (i.e., spouses
who were married to a military member or former member but whose marriage has
been terminated by a final decree of divorce, dissolution, or annulment). To be
eligible for CHAMPUS benefits, a former spouse must meet the criteria of
subparagraphs B.2.b.(l) through B.2.b.(5) below and must qualify under the
group defined in subparagraph B.2.b.(6)(a) or B.2.b.(6)(b).

(1) Must be unremarried:

(2) Must not be covered by an employer-sponsored health plant

(3) Must have been married to a member or former member who

3-1



performed at least 20 years of service which can be credited in determining the
member's or former member's eligibility for retired or retainer pay;

(4) Must not be eligible for Part A of Title XVIII of the Social
Security Act (Medicare);

(5) Must not be the dependent of a NATO member;

(6) Must meet the requirements of subparagraph B.2.b.(6)(a) or
B.2.b.(6)(b) below:

(a) The former spouse must have been married to the same
member or former member for at least 20 years, at least 20 of which were
creditable in determining the member's or former member's eligibility for
retired or retainer pay. Eligibility continues indefinitely unless affected by
any of the conditions of subparagraphs B.2.b.(l) through B.2.b.(5).

1 If the date of the final decree of divorce,
dissolution, or annulment was before February 1, 1983, the former spouse is
eligible for CHAMPUS coverage of health care received on or after January 1,
1985.

2 If the date of the final decree of the divorce,
dissolution, or annulment was on or after February 1, 1983, the former spouse is
eligible for CHAMPUS coverage of health care which is received on or after
the date of the divorce, dissolution, or annulment.

(b) The former spouse must have been married to the same
military member or former member for at least 20 years, and at least 15, but less
than 20 of those married years were creditable in determining the member's or
former member's eligibility for retired or retainer pay.

1 If the date of the final decree of divorce, dissolution,
or annulment is before April 1, 1985, the former spouse is eligible only for care
received on or after January 1, 1985, or the date of the divorce, dissolution, or
annulment, whichever is later. Eligibility continues indefinitely unless
affected by any of the conditions of subparagraphs B.2.b.(l) through B.2.b.(5).

2 If the date of the final decree of divorce, dissolution
or annulment is on or after April 1, 1985, but before September 29, 1988, the
former spouse is eligible only for care received from the date of the decree of
divorce, dissolution, or annulment until December 31, 1988, or for two years from
the date of the divorce, dissolution, or annulment, whichever is later.

3 If the date of the final decree of divorce, dissolution,
or annulment is on or after September 29, 1988, the former spouse is eligible
only for care received within the 365 days (366 days in the case of a leap year)
immediately following the date of the divorce, dissolution, or annulment.

4 Former spouses liqted under paragraphs 2 and 3 above,
who purchase a DoD designated health insurance policy upon termination of their
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eligibility, or within 90 days of termination of their eligibility, under
paragraphs 2 and 3 above, are eligible for an additional year of coverage at
military treatment facilities and under CHAMPUS for preexisting conditions.
Preexisting conditions are those for lihich coverage is denied by the conversion
health plan, solely because the conditions existed in the twelve months period
prior to the purchase of the conversion insurance policy.

c. Widow or widower. A person who was a spouse at the time of death of
the active duty member or retiree and who has not remarripd.

d. Child. To be eligible, the child must be unremarried and a member of
one of the classes set forth in subparagraph B.2.d.(l) or (2), below, and who
also meets the requirements of subparagraph B.2.d.(3), below,

(1) Child of active duty member

(a) A legitimate child.

(b) An adopted child whose adoption has been legally
completed. For eligibility under the provision, adoption must take place
on or before the child's twenty-first birthday.

(c) A legitimate stepchild.

(d) An illegitimate child of a male member whose paternity has
been determined judicially, or an illegitimate child of record of female member
who has been directed judicially to support the child.
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(e) An illegitimate child of a male active duty member
whose paternity has not been determined judicially, or an illegitimate child
of record of a female active duty member who (1) resides with or in a home
provided by the member; and (2) is and continues to be dependent upon
the member for over 50 percent of his or her support.

(f) An illegitimate child of the spouse of an active duty
member (that is, the active duty member's stepchild) who (1) resides with or
in a home provided by the active duty member or the parent who is the spouse
of the member; and (2) is and continues to be dependent upon the member
for over 50 percent of his or her support.

(2) Child of retiree, or of deceased member, or of deceased
retiree

(a) A legitimate child.

(b) An adopted child whose adoption has been legally com-
pleted. For eligibility under this provision, adoption must take place on
or before the child's twenty-first birthday.

(c) A legitimate stepchild.

(d) An illegitimate child of a male retiree whose paternity
has been determined judicially, or an illegitimate child of record of a female
retiree who has been directed judicially to support the child.

(e) An illegitimate child of a male retiree, or deceased
male member or retiree whose paternity has not been determined judicially or
an illegitimate child of record of a female retiree, or deceased female meni-
ber or retiree who (1) resides with or in a home provided by the retiree, ot
which was being provided by the deceased member or retiree at the time of
death; and (2) is and continues to be dependent upon the retiree for :-er
50 percent of his or her support, or who was so dependent on the deceased
member or retiree at the time of death.

(f) An illegitimate child of the spouse of a retiree or
deceased member or retiree (that is, the retiree's stepchild or stepchild of
"a deceased member or retiree at the time of death) who (1) resides with nr in
"a home provided by the retiree or the parent who is the spouse of the retiree
or was the spouse of the deceased member or retitee at the time of death;
and (2) is and continues to be dependent upon the retiree for 50 percent of
his or her support, or who was so dependent on the deceased member or retiree
at the time of death.

(3) Additional requirements for a child who is a member of one
of the classes in subararahs B.2.d.(1) and (2), above. The child must iot
be married. Additionally, he or shp must be in one of the following three age
groups:

(a) Not passed his or her 21st bi:thday.

(b) Passed his or her 21st birthday but incapable uf
self-support because of a mental or physical incapacity that existed before
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his or her ?lst birthday and dependent on the member or retiree for over 50
percent of his or her support, or dependent upon the member or retiree for
over 50 percent of his or her support on the date of the member's or
retiree's death. Such incapacity must. be continuous. If the incapacity sig-
nificantly improves or ceases at any time after age 21, even if such inca-
pacity recurs subsequently, CHAMPUS eligibility cannot be reinstated on the
basis of the incapacity. If the child was not handicapped mentally or
physically at his or her 21st birthday, but becomes so incapacitated after
that time, no CHAMPUS eligibility exists on the basis of the incapacity.

(c) Passed his or her 21st birthday but not his or her
23rd birthday, dependent upon the member or retiree for over 50 percent of
his or her support, or dependent upon the member or retiree for over 50 per-
cent of his or her support on the date of the member's or retiree's death, and
pursuing a full-time course of education in an institution of higher learning
approved by the Secretary of Defense or the Department of Education (as appro-
priate) or by a state agency under 38 U.S.C., Chapters 34 and 35 (reference
(p)).

NOTE: Courses of education offered by institutions listed in
the "Education Directory, Part 3, Higher Education" or
"Accredited Higher Institutions" issued periodically by

the Department of Education meet the criteria approved by
the Secretary of Defense or the Department of Education
(refer to subparagraph B.2.d.(3)(c) of this chapter).
For determination of approval of courses offered by a
foreign institution, by an institution not listed in
either of the above directories, or by an institution not
approved by a state agency pursuant to Chapters 34 and 35
of 38 U.S.C. (reference (p)), a statement may be obtained
from the Department of Education, Washington, D.C. 20202.

C. BEGINNING DATES OF ELIGIBILITY

I. General. The beginning date of eligibility is dependent upon the
class to which the person belongs and the date the person became a member of
the class. Those who join after the class became eligible attain individual
eligibility on the date they join.

2. Beginning dates of class eligibility

a. Spouse, legitimate child, adopted child, or (legitimate)
stepchild of an active duty member

(1) For the medical benefits authorized by the Dependents'
Medical Care Act of 1956 (reference (a)). December 7, 1956.

(2) For outpatient medical benefits under thp Basic Program,
October 1, 1966.

(3) For inpatient medical benefits under the Basic Program,
January 1, 1967.

(4) For benefits under the PFTH, January 1, 1967.
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b. Retiree. For medical benefits under the Basic Program, January
1, 1967.

NOTE: Retirees and their dependents are not eligible for benefits of
the PFTH.

c. Spouse, legitimate child, adopted child, or (legitimate)
stepchild of a retiree or of a deceased member or retiree; widow or widower
of deceased member or retiree. For medical benefits under the Basic Program,
January 1, 1967.

NOTE: These classes do not have eligibility for benefits of the PFTH.

d. Illegitimate child of a male active duty member or retiree (or
deceased member or retiree) whose paternity has been determined judicially
or an illegitimate child of record of a female active duty member or
retiree (or deceased member or retiree) who has been directed judicially
to support the child. For all benefits for which otherwise eligible, August
31, 1972.

e. Illegitimate child of male active duty member or retiree
(or deceased male member or retiree) whose paternity has not been determined
judicially, or an illegitimate child of record of a female active duty member
or retiree (or deceased female member or retiree) who resides with or in a
home provided by the active duty member or retiree (or which was being
provided by the deceased member or retiree at the time of death) and who is
dependent on the member fnr over 50 percent of his or her sup ort (or was so
dependent on the deceased member or retiree at the time of death). For all
benefits for which otherwise eligible, January 1, 1969.

f. Illegitimate child of the spouse of an active duty member or
retiree (that is, the member or retiree's stepchild or stepchild of a
deceased member or retiree at the time of death) who resides with or in a
home provided by the active duty member or retiree, or the parent who is the
spouse of the active duty member or retiree (or was the spouse of the
deceased member or retiree at the time of death), and who is dependentyupon
the active duty member or retiree for over 50 percent of his or her support
(or was so dependent on the deceased member or retiree at the time of deathl.
For medical benefits under the Basic Program, January 1, 1969. For benefits
under the PFTH, dependents of an active duty member only, January 1, 1969.

NOTE: Retirees or their dependents do not have eligibility for
benefits of the PFTH.

D. DUAL COVERAGE

When an active duty member is also the dependent of another active duty
member, a retiree, or a deceased active duty member or retiree, dual coverage,
that is, entitlement to direct care from the Uniformed Services medical care
system and CHAMPUS is the result. Since the active duty status is primary.
and it is the intent that all medical care be provided an active duty member
through the Uniformed Services medical care system, CHAMPUS eligibility of
dual coverage is therefore terminated as of 12:01 a.m. on the day following
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the day dual coverage begins. (However, any dependent children in a marriage
of two active duty persons or an active duty member and a retiree, are CHAMPUS
eligible in the same manner as dependent children of a marriage involving only
one CHAMPUS sponsor.) Should a spouse or dependent who has dual coverage
leave active duty status, that person's CHAMPUS eligibility is reinstated as
of 12:01 a.m. of the day active duty ends, if he or she otherwise is eligible
as a dependent of a CHAMPUS sponsor.

E. CHANGES IN AND TERMINATION OF ELIGIBILITY

1. Chan es in status of active duty member. When an active duty mem-
ber's period of active duty ends (for any reason other than retirement or
death), his or her dependents lose their eligibility as of 12:01 a.m. of the
day following the day the active duty ends. Entitlement to CHAMPUS benefits
also ceases as of 12:01 a.m. of the day following the day a member is placed
in desertion status. The member's dependent regains eligibility when the
member is returned to military control. A member serving a sentence of con-
finement in conjunction with a sentence of a punitive discharge is still con-
sidered on active duty until such time as the discharge is executed.

2. Changes in status of retiree. Should a retiree cease to be entitled
to retired, retainer, or equivalent pay for any reason, that person and his or
her dependents lose their eligibility as of 12:01 a.m. of the day following
the day the retiree ceases to be entitled to such pay unless such persons are
otherwise eligible. A retiree who waives his or her retired, retainer, or
equivalent pay is still considered a retiree for the purposes of CHAMPUS
eligibility.

3. Changes in status of dependent.

a. Divorce. Except as provided in paragraph B.2.b. of this chapter,
a spouse separated from an active duty member or retiree by a final divorce
decree loses all eligibility based on his or her former marital relationship
as of 12:01 a.m. of the day following the day the divorce becomes final. The
eligibility of the member's or retiree's own children (including adopted and
eligible illegitimate children) is unaffected by the divorce. An unadopted
stepchild, however, loses eligibility with the termination of the marriage,
also as of 12:01 a.m. the day following the day the divorce becomes final.

b. Annulment. Except as provided in paragraph B.2.b. of this chapter,
a spouse whose marriage to an active duty member or retiree is dissolved by
annulment loses eligibility as of 12:01 a.m. of the day following the date the
court grants the annulment order. The fact that the annulment legally declares
the entire marriage void from its inception does not affect the termination
date of CHAMPUS eligibility. When there are children, the eligibility of the
member's or retiree's own children (including adopted and eligible illegitimate
children) is unaffected by the annulment. An unadopted stepchild, however,
loses eligibility with the annulment of the marriage, also as of 12:01 a.m. of
the day following the day the court grants the annulment order.

c. Adoption. A child of an active duty member or retiree who is
adopted by a person, other than a person whose dependents are eligible for
CHAMPUS benefits while the active duty member or retiree is living, thereby
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severing the legal relationship between the child and the sponsor, loses eli-

gibility as of 12:01 a.m. of the day following the day the adoption becomes

final. However, an adoption occurring after the death of an active duty mem-
ber or retiree would not result in loss of the child's eligibility, since
there would be no termination of the 'egal relationship between the child and
the deceased sponsor.

d. Marriage of child. A child of an active duty member or retiree, who

marries a person whose dependents are not eligible for CHAMPUS, loses
eligibility as of 12:01 a.m. on the day following the day of the marriage.

However, should the marriage be terminated by death, divorce, or annulment
before the child is 21 years old, the child again becomes a CHAMPUS eligible
dependent as of 12:01 a.m. of the day following the day of the occurrence that

terminates the marriage and continues up to age 21 if the child does not
remarry before that time. If the marriage terminates after child's
21st birthday, there is no reinstatement of CHAMPUS eligibility.

e. Marriage of widow or widower. The remarriage of a widow or
widower of an active duty member or retiree to a person whose dependents
are not eligible for CHAMPUS terminates his or her CHAMPUS eligibility as of

12:01 a.m. of the day following the day of the marriage. Even if such remarriage
should terminate for any reason, CHAMPUS benefits cannot be reinstated. How-
ever, the child of the widow or widower who was the stepchild of the deceased
active duty member or retiree at the time of death continues to have the same

CHAMPUS eligibility as other classes of dependent children.

f. Attainment of entitlement to hospital insurance benefits (Part A)
under Medicare. Retirees, and all other CHAMPUS eligible persons except
dependents of active duty members lose their eligibility for CHAMPUS if they
become eligible for hospital insurance benefits (Part A) of Medicare. This is
true even though the persons attaining such status live outside the United
States where Medicare benefits are not available.

(1) Loss of CHAMPUS eligibility: Age. All CHAMPUS beneficiaries,
except dependents of active duty members, and beneficiaries not eligible for
Part A of Medicare, lose CHAMPUS eligibility at midnight on the last day of the

month preceding the month of attairrent of age 65. (For Medicare purposes,
an individual attains age 65 the day before his or her 65th birthday.) If the
person is not eligible for Part A of Medicare, he or she must file a Social
Security Administration "Notice of Disallowance" certifying to that fact with the
the Uniformed Service responsible for the issuance of his or her identification
card so a new card showing CHAMPUS eligibility can be issued.

(2) Loss of CHANPUS eligibility: End stage renal disease and
disability.

(a) End stage renal disease. Medicare coverage begins with
the third month after the month a course of maintenance dialysis begins, or
with the first month of dialysis if the individ,,al participates in a self-
dialysis training program during the 3-month waiting period, or with the month

in which a patient enters the hospital to prepare to receive a transplant (pro-
viding the transplant is performed within the following 2 months). If a

transplant is delayed more than 2 months after the preparatory hospitalization,
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Medicare coverage will begin with the second month prior to the month of
transplant. All beneficiaries, except dependents of active duty members, lose
their CHAMPUS eligibility when Medicare coverage becomes available to a person
because of chronic renal disease.

(b) Disability. Each case relating to Medicare eligibility
resulting from being disabled requires individual investigation. All bene-
ficiaries except dependents of active duty members lose their CHAMPUS eligi-
bility when Medicare coverage becomes available to a disabled person.

(3) Reinstatement of CHAMPUS eligibility

(a) Age limitation. Beneficiaries who lose their CHAMPUS
eligibility because they reached the age limitation and were eligible for Part
A, cannot be reinstated under CHAMPUS.

(b) End stage renal disease. Medicare coverage ceases for
end stage renal disease patients with the 36th month after the month in which
a successful kidney transplant takes place or with the 12th month after the
month in which the course of maintenance dialysis ends. At this point CHAMPUS
eligibility resumes if the person is otherwise still eligible. He or she is
required to take action to be reinstated as a CHAMPUS beneficiary and to
obtain a new identification card.

(c) Disability. Some disabilities are permanent, others
temporary. Each case must be reviewed individually. When disability ends
and Medicare eligibility ceases, CHAMPUS eligibility resumes if the person
is otherwise still eligible. Again, he or she is required to take action to
obtain a new CHAMPUS identification card.

(4) Other Medicare entitlement. Entitlement only to supplementary
medical insurance (Part B) of Medicare, but not Part A, or to Part A through
the Premium-HI provision (provided for under the 1972 Amendments to the Social
Security Act (reference (q)), does not affect CHAMPUS eligibility for any
class of beneficiary. The only impact relates to double coverage (refer to
Chapter 8 of this Regulation).

g. Disabling illness or injury of child age 21 or 22 who has eligi-
bility based on his or her student status. A child 21 or 22 years old who
is pursuing a full-time course of higher education and who, either during the
school year or between semesters, suffers a disabling illness or injury with
resultant inability to resume attendance at the institution remains eligible
for CHAMPUS medical benefits for 6 months after the disability is removed or
until the student passes his or her 23rd birthday, whichever occurs first.
However, if recovery occurs before the 23rd birthday and there is resumption
of a full-time course of higher education, CHAMPUS benefits can be continued
until the 23rd birthday. The normal vacation periods during an established
school year do not change the eligibility status of a dependent child 21 or
22 years old in full-time student status. Unless an incapacitating condition
existed before, and at the time of. a dependent child's 21st birthday. a
dependent child 21 or 22 years old in student status does not have eligibility
related to mental or physical incapacity as described in subparagraph
B.2.d.(3)(b) of this chapter.
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F. DETERMINATION OF ELIGIBLITY STATUS

1. Eligibility determinations responsibilityof Uniformed Services. I
Determination of a person's eligibility as a CHAMPUS beneficiary is the
responsibility of the Uniformed Service in which the active duty member,
retiree, deceased member, or deceased retiree is, or was, a member, or in
the case of dependents of a NATO military member, the Service that sponsors
the NATO member. For the purpose of program integrity, the appropriate Uni-
formed Service shall, upon request of the Director, OCHAMPUS, review the eli-
gibility of a specific person when there is reason to question the eli-
gibility status. In such cases, a report on the result of the review and any
action taken will be submitted to the Director, OCHAMPUS, or a designee.

2. Procedures for determination of eligýbfil__ity. Procedures for the
determination of eligibility and issuance of identification cards evidencing
eligibility are prescribed by the following regulatory documents:

a. Department of Defense. DoD Instruction 1000.13 (reference
(r)).

b. Army. AR 640-3 (reference (s)).

c. Nav_ .

(1) NAVPERS 15560, articles 4620150 (active duty members) and
4620250 (retired members) (reference (t)).

(2) NAVMILPERSCOMINST 1750.1 series, Uniformed Services Identifica-
tion and Privilege Card (DD Form 1173); regulations governing (reference (t)).

d. Marine Corps

(1) MCO in P1900 series, Separation and Retirement Manual
(DD Form 2MC-RETIRED) (reference (u)).

(2) MCO in P1750 series, Uniformed Services Identification and
Privilege Card (DD Form 1173) (reference (u)).

e. Air Force. AFR 30-20 (reference (v)).

f. U.S. Public Health Service. CC29.2, Personnel Instruction 1 and
2 (reference (w)).

g. Coast Guard. Personnel Manual (CC 207, Chapter 13, Section E,
and Chapter 18, Section C) (reference (x)).

h. NOAA. No published regulations. Identification card,; are issued
by Headquarters, NOAA, or the applications are verified by Headquarters. VOAA,
and presented to any Uniformed Service facility for issuanice of a card.
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G. EVIDENCE OF ELIGIBILITY REQUIRED

Eligibility for CHAMPUS benefits will be verified through the

DEERS (DoD 1341.1-M, reference (e)).

1. Acceptable evidence of eligibility

a. DEERS. Eligibility information established and maintained in the

DEERS files is acceptable evidence of eligibility.

b. Identification cards or devices. When the DEERS file is not
accessible immediately, acceptable preliminary evidence of eligibility includes
valid identification cards or devices officially prescribed and issued by the
appropriate Uniformed Service. Dependents identification cards must confirm
CHAMPUS eligibility.

2. Responsibility for obtainiing evidence of eligibility. It is the
responsibility of the CHAMPUS beneficiary, or parent, or legal representative,
when appropriate, to provide the necessary evidence required for entry into
the DEERS file to establish CHAMPUS eligibility, and to ensure that all changes
in status that may affect eligibility be reported immediately to the appro-
priate Uniformed Service for action. Ineligibility for CHAMPUS benefits may
be presumed in the absence of prescribed eligibility evidence in the DEERS
file or in the absence of a valid identification card or device.
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CHAPTER 4

BASIC PROGRAM BENEFITS

A. GENERAL

The CHAMPUS Basic Program is essentially a supplemental program to the
Uniformed Services direct medical care system. The Basic Program is similar
to private medical insurance programs, and is designed to provide financial
assistance to CHAMPUS beneficiaries for certain prescribed medical care obtained
from civilian sources.

1. Scope of benefits. Subject to all applicable definitions, conditions,
limitations, or exclusions specified in this Regulation, the CHAMPUS Basic
Program will pay for medically necessary services and supplies required in the
diagnosis and treatment of illness or injury, including maternity care and
well-baby care. Benefits include specifieq medical services and supplies pro-
vided to eligible beneficiaries from authorized civilian sources such as hos-
pitals, other authorized institutional providers, physicians, other authorized
individual professional providers, and professional ambulance service, pre-
scription drugs, authorized medical supplies, and rental or purchase of durable
medical equipment.

2. Persons eligible for Basic Program benefits. Persons eligible to
receive the Basic Program benefits are set forth in Chapter 3 of this Regula-
tion. Any person determined to be an eligible CHAMPUS beneficiary is eli-
gible for Basic Program benefits.

3. Authoritj to act for CHAMPUS. The authority to make benefit deter-
minations and authorize the disbursement of funds under CHAMPUS is restricted
to the Director, OCHAMPUS; designated OCHAMPUS staff; Director, OCHAMPUSEUR;
or CHAMPUS fiscal intermediaries. No other persons or agents (such as physicians,
staff members of hospitals, or CHAMPUS health benefits advisors) have such
authority.

4. Status of patient controlling _qr purposes of cost-sharing. Bene-
fits for covered services and supplies described in this chapter will be ex-
tended either on an inpatient or outpatient cost-sharing basis in accordance
with the status of the patient at the time the covered services and supplies
were provided, unless otherwise specifically designated (such as for ambu-
lance service or maternity care). For cost-sharing provisions, refer to sec-
tion F. of this chapter.

5. Right to information. As a condition precedent to the provision of
benefits hereunder, OCHAMPUS or its CHAMPUS fiscal intermediaries shall be
entitled to receive information from a physician or hospital or other person,
institution, or organization (including a local, state, or U.S. Government
agency) providing services or supplies to the beneficiary for which claims or
requests for approval for benefits are submitted. Such information and Lp(-

ords may relate to the attendance, testing, monitoring, or examination or
diagnosis of, or treatment rendered, or services and supplies furnished to a
beneficiary, and shall be necessary for the accurate and efficient adminis-
tration of CHAMPUS benefits. Before a determination will be made on a request
for preauthorization or claim of benefits, a beneficiary or sponsor must
provide particular additional information relevant to the requested determina-
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tion, when necessary. The recipient of such information shall in every case
hold such records confidential except when (a) disclosure of such information
is authorized specifically by the beneficiary; (b) disclosure is necessary to
permit authorized governmental officials to investigate and prosecute criminal
actions, or (c) disclosure is authorized or required specifically under the
terms of the Privacy Act or Freedom of Information Act (references (i) through
(k)) (refer to section H. of chapter 1 of this Regulation). For the purposes
of determining the applicability of and implementing the provisions of chapters
8, 11 and 12, or any provision of similar purpose of any other medical benefits
coverage or entitlement, OCHAMPUS or CHAMPUS fiscal intermediaries may release,
without consent or notice to any beneficiary or sponsor, to any person, organi-
zation, government agency, provider, or other entity any information with respect
to any beneficiary when such release constitutes a routine use published in the
Federal Register in accordance with DoD 5400.11-R (reference (k)). Before a
person's claim of benefits will be adjudicated, the person must furnish to
CHAMPUS information that reasonably may be expected to be in his or her
possession and that is necessary to make the benefit determination. Failure to
provide the requested information may result in denial of the claim.

6. Physical examinations. The Director, OCHAMPUS, or a designee, may
require a beneficiary to submit to one or more medical (including psychiat-
ric) examinations to determine the beneficiary's entitlement to benefits for
which application has been made or for otherwise authorized medically neces-
sary services and supplies required in the diagnosis or treatment of an ill-
ness or injury (including maternity and well-baby care). When a medical exam-
ination has been requested, CHAMPUS will withhold payment of any pending
claims or preauthorization requests on that particular beneficiary. If the
beneficiary refuses to agree to the requested medical examination, or unless
prevented by a medical reason acceptable to OCHAMPUS, the examination is not
performed within 90 days of initial request, all pending claims for services
and supplies will be denied. A denial of payments for services or supplies
provided before (and related to) the request for a physical examination is
not subject to reconsideration. The medical examination and required benefi-
ciary travel related to performing the requested medical examination will be
at the expense of CHAMPUS. The medical examination may be performed by a
physician in a Uniformed Services medical facility or by an appropriate civil-
ian physician, as determined and selected by the Director, OCHAMPUS, or a
designee who is responsible for making such arrangements as are necessary,
including necessary travel arrangements.

7. Timely filing of claims. All claims submitted for benefits under
this chapter must be filed with the appropriate CHAMPUS fiscal intermediary
no later than December 31 of the calendar year immediately following the one
in which the covered service or supply was rendered. Failure to file a claim
timely waives automatically all rights to any benefits for such services or
supplies (refer to Chapter 7 of this Regulation).

8. Double coverage and third party recoveries. CHAMPUS claims involving
double coverage or the possibility that the United States can recover all or a
part of its expenses from a third party, are specifically subject to the
provisions of Chapter 8 or Chapter 12 of this Regulation as appropriate.
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9. Nonavailability Statements (DD Forms 1251). In some geographic loca-
tions (or under certain special circumstances), it is necessary for a CHAMPUS
beneficiary to determine whether the required medical care can be provided
through a Uniformed Service facility. If the required medical care cannot be
provided, the hospital commander, or a dpsignee, will iss,,e R Nonavailability
Statement (DD Form 1251). Except for emergencies, a Nonavailability State-
ment should be issued before medical care is obtained from a civilian
source. Failure to secure such a statement may waive the beneficiary's
rights to benefits under CHAMPUS.

a. Rules applicable to issuance of Nonavailability Statement (DD
Form 1251).

(1) The ASD(HA) is responsible for issuing rules and regulations
regarding Nonavailability Statements.

(2) A Nonavailability Statement (NAS) is required for services in
connection with nonemergency inpatient hospital care if such services are available
at a facility of the Uniformed Services located within a 40-mile radius of the
residence of the beneficiary, except that a NAS is not required for services
otherwise available at a facility of the Uniformed Services located within a 40-mile
radius of the beneficiary's residence when another insurance plan or program
provides the beneficiary primary coverage for the services.

(3) An NAS is also required for selected outpatient procedures if
such services are not available at a Uniformed Service facility (excluding
facilities which are exclusively outpatient clinics) located within a 40-mile radius
(catchment area) of the residence of the beneficiary. This does not apply to
emergency services or for services for which another insurance plan or program
provides the beneficiary primary coverage. Any changes to the selected outpatient
procedures will be published in the Federal Register at least 30 days before the
effective date of the change by the ASD(HA) and will be limited to the following
categories: outpatient surgery and other selected outpatient procedures which have
high unit costs and for which care may be available in military treatment facilities
generally. The selected outpatient procedures will be uniform for all CHAMPUS
beneficiaries.

b. Beneficiary responsibility. The beneficiary is responsible for
securing information whether or not he or she resides in a geographic area that
requires obtaining a Nonavailability Statement. Information concerning current
rules and regulations may be obtained from the Offices of the Army, Navy, and Air
Force Surgeon Generals; or a CHAMPUS health benefits advisor; or the Director,
OCHAMPUS, or a designee; or from the appropriate CHAMPUS fiscal intermediary.

c. Rules in effect at time civilian medical care isprovided apply.
The applicable rules and regulations regarding Nonavailability Statements in effect
at the time the civilian care is rendered apply in determining whether a
Nonavailability Statement is required.

d. Nonavailability Statement (DD Form 1251) must be filed with
applicable claim. When a claim is submitted for CHAMPUS benefits that includes
services for which a Nonavailability Statement was issued, a valid Nonavailability
Statement authorization must be on DEERS.
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e. Nonavailability Statement (NAS) and claims adjudication.

(1) A NAS is valid for the adjudication of CHAMPUS claims for all
related care otherwise authorized by this Regulation which is received from a
civilian source while the beneficiary resided within the Uniformed Service facility
catchment area which issued the NAS.

(2) A requirement for a NAS for inpatient hospital maternity care
must be met for CHAMPUS cost-share of any related outpatient maternity
care.

10. Utilization review and quality assurance. Before the extension of any
CHAMPUS benefits under the Basic Program as outlined in this chapter, claims
submitted for medical services and supplies rendered CHAMPUS beneficiaries are
subject to review for quality of care and appropriate utilization. The Director,
OCHAMPUS, or a designee, is responsible for utilization review and quality
assurance and shall issue such generally accepted standards, norms, and
criteria as are necessary to ensure compliance. Such utilization review and
quality assurance standards, norms, and criteria shall include, but not be
limited to, need for inpatient admission, length of inpatient stay, level of
care, appropriateness of treatment, and level of institutional care required.
Implementing instructions, procedures, and guidelines may provide for retro-
spective, concurrent, and prospective review, requiring both in-house and
external review capability on the part of both CHAMPUS fiscal intermediaries
and OCHAMPUS.

11. Preauthorization. Because CHAMPUS benefits are limited for certain
types of care, the beneficiary is required to obtain preauthorization from
the Director, OCHAMPUS, or a designee, before the services are provided. The
types of care for which preauthorization is required are identified in other
parts of this chapter.

a. Purpose of_ reauthorization. Preauthorization is required for those
types of services for which coverage is limited or for which the conditions for
coverage are highly technical. In such cases, the likelihood that CHAMPUS benefits
will not be available is high. To minimize the risk that beneficiaries will incur
costs that CHAMPUS cannot cover, the beneficiary is expected to request
preauthorization of the care before the services are received. If a beneficiary
fails to obtain preauthorization before receiving the services, the Director,
OCHAMPUS, or a designee, may extend CHAMPUS benefits if the services or supplies
otherwise would qualify for benefits but for the failure to obtain preauthorization.

b. Admissions to authorized institutions requiring_ preauthorization.
When the Director, OCHAMPUS, requires preauthorization to an inpatient facility,
the request for preauthorization is processed by OCHAMPUS or a designee.
If the beneficiary elects to proceed with an admission prior to receiving writtpn
preauthorization from OCHAMPUS, authorization may be requested subsequently. It the
stay in the institution is determined to be appropriate under the provisions of this
Regulation, the Director, OCHAMPUS. or a designee. shall authorize benefits
retroactively to the date of admission to the institution. If the stay is
determined not to qualify under the provisions of this Regulation, the Director,
or a designee, shall deny benefits as of the date the care failed to meet the
requirements for coverage. 4
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c. Documentation for preauthorization - approved treatment plan. A
request for preauthorization described in subsection A.11. of this chapter, requires
submission of a detailed treatment plan, in accordance with guidelines and
procedures issued by the Director, OCIUMPUS.

d. Other preauthorization requirements

(.) The Director, OCHAMPUS, or a designee, shall respond to all
requests for preauthorization in writing and shall send notification of approval or
denial to the beneficiary.

(2) The Director, OCHAMPUS, or a designee, shall specify, in the
approved preauthorization, the services and supplies the approval covers.

(3) An approved preauthorization is valid only for 90 days from the
date of issuance. If the preauthorized services and supplies are not obtained or
commenced within the 90-day period, a new preauthorization request is required.

(4) A preauthorization may set forth other special limits or
requirements as indicated by the particular case or situation for which
preauthorization is being issued.

12. Implementing instructions. The Director, OCHAMPUS, or a designee, shall
issue policies, instructions, procedures, guidelines, standards, or criteria as may
be necessary to implement the intent of this Regulation.

B. INSTITUTIONAL BENEFITS

1. General. Services and supplies provided by an institutional provider
authorized as set forth in Chapter 6 of this Regulation may be cost-shared only when
such services or supplies (i) are otherwise authorized by this Regulation; (ii) are
medically necessary; (iii) are ordered, directed, prescribed, or delivered by an
OCHAMPUS-authorized individual professional provider as set forth in Chapter 6 of
this Regulation or by an employee of the authorized institutional provider who is
otherwise eligible to be a CHAMPUS authorized individual professional provider; (iv)
are delivered in accordance with generally accepted norms for clinical practice in
the United States; (v) meet established quality standards; and (vi) comply with
applicable definitions, conditions, limitations, exceptions, or exclusions as
otherwise set forth in this Regulation.

a. Billing practices. To be considered for benefits under this section
B., covered services and supplies must be provided and billed for by a hospital or
other authorized institutional provider. Such billings must be fully itemized and
sufficiently descriptive to permit CHAMPUS to determine whether benefits are
authorized by this Regulation. In the case of continuous care, claims shall be
submitted to the appropriate CHAMPUS fiscal intermediary at least every 30 days
either by the beneficiary or sponsor or, on a participating basis, ( 1irectly by the
facility on behalf of the beneficiary (refer to Chapter 7).
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b. Successive inpatient admissions. Successive inpatipnt admissions
shall be deemed one inpatient confinement for the purpose of computing the active
duty dependent's share of the inpatient institutional charges, provided not more
than 60 days have elapsed between the successive admissions, except that successive
inpatient admissions related to a single maternity episode shall be considered one
confinement, regardless of the number of days between admissions. For the purpose
of applying benefits, successive admissions will be determined separately for
maternity admissions and admissions related to an accidental injury (refer to
section F. of this chapter).

c. Related services and supplies. Covered services and supplies must be
rendered in connection with and related directly to a covered diagnosis or
definitive set of symptoms requiring otherwise authorized medically necessary
treatment.

d. Inpatient _ap pKpriate level required. For purposes of inpatient
care, the level of institutional care for which Basic Program benefits may be
extended must be at the appropriate level required to provide the medically
necessary treatment. If an appropriate lower level care facility is adequate, but
is not available in the general locality, benefits may be continued in the higher
level care facility, but CHAMPUS institutional benefit payments shall be limited to
the allowable cost that would have been incurred in the appropriate lower level care
facility, as determined by the Director, OCHAMPUS, or a designee. If it is
determined that the institutional care can be provided reasonably in the home
setting, no CHAMPUS institutional benefits are payable.

e. General or special education not covered. Services and supplies
related to the provision of either regular or special education generally are not
covered. Such exclusion applies whether a separate charge is made for education or
whether it is included as a part of an overall combined daily charge of an
institution. In the latter instance, that portion of the overall combined daily
charge related to education must be determined, based on the allowable costs of the
educational component, and deleted from the institution's charges before CHAMPUS
benefits can be extended. The only exception is when appropriate education is not
available from or not payable by the cognizant public entity. Each case must be
referred to the Director, OCHAMPUS, or a designee, for review and a determination of
the applicability of CHAMPUS benefits.

2. Covered hospital services and supplies

a. Room and boar d. Includes special diets, laundry services, and other
general housekeeping support services (inpatient only).

b. General staff nursing services.
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c. ICU. Includes specialized units, such as for respiratory condi-
tions, cardiac surgery, coronary care, burn care, or neurosurgery (inpatient
only).

d. Oeatip_K_room, recover 2 room. Operating room and recovery

room, including other special treatment rooms and equipment, and hyperbaric
chamber.

e. Drugs and medicines. Includes sera, biologicals, and pharmaceu-
tical preparations (including insulin) that are listed in the official for-
mularies of the institution or facility at the time of use. (To be consid-
ered as an inpatient supply, drugs and medicines must be consumed during the
specific period the beneficiary is a registered inpatient. Drugs and medi-
cines prescribed for use outside the hospital, even though prescribed and ob-
tained while still a registered inpatient, will be considered outpatient sup-
plies and the provisions of section D. of this chapter will apply.)

f. Durable medical equipment, medical supplies, and dressinFgs. In-
cludes durable medical equipment, medical supplies essential to a surgical
procedure (such as artificial heart valve and artificial ball and socket
joint), sterile trays, casts, and orthopedic hardware. Use of durable medi-
cal equipment is restricted to an inpatient basis.

NOTE: If durable medical equipment is to be used on an outpatient
basis or continued in outpatient status after use as an in-
patient, benefits will be provided as set forth in section D.
of this chapter and cost-sharing will be on an outpatient
basis (refer to subsection A.4. of this chapter).

g. Diagnostic services. Includes clinical laboratory examinations,
x-ray examinations, pathological examinations, and machine tests that produce
hard-copy results. Also includes CT scanning under certain limited conditions.

h. Anesthesia. Includes both the anesthetic agent and its admin-
istration.

i. Blood. Includes blood, plasma and its derivatives, including
equipment and supplies, and its administration.

j. Radiation therapy. Includes radioisotopes.

k. Physical therapy.

1. Oxyge. Includes equipment for its administration.

m. Intravenous injections. Includes solution.

n. Shock therapy.

o. Chemotherapy.

p. Renal and peritoneal dialysis.
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q. Psychological evaluation tests. When required by the diagnosis.

r. Other medical services. Includes such other medical services as
may be authorized by the Director, OCRIAMPUS, or a designee, provided they are
related directly to the diagnosis or definitive set of symptoms and rendered
by a member of the institution's medical. or professional staff (either
salaried or contractual) and billed for by the hospital.

3. Covered services and suppliespKrovided byspecial medical treatment
institutions or facilities, other than hospitals or RTCs

a. Room and board. Includes special diets, laundry services, and
other general housekeeping support services (inpatient only).

b. General staff nursing services.

c. Drugs and medicines. Includes sera, biologicals, and phiarma-
ceutical preparations (including insulin) that are listed in the official
formularies of the institution or facility at the time of use. (To be con-
sidered as an inpatient supply, drugs and medicines must be consumed during
the specific petiod the beneficiary is a registered inpatient. Drugs and
medicines prescribed for use outside the authorized institutional provider,
even though prescribed and obtained while still a registered inpatient, will
be considered outpatient supplies and the provisions of section D. of this
chapter will apply.)

d. Durablemedical equipment, medical supplies, and dressings.
Includes durable medical equipment, sterile trays, casts, orthopedic hardware
and dressings. Use of durable medical equipment is restricted to an inpatient
basis.

NOTE: If the durable medical equipment is to be used on an out-
patient basis or continued in outpatient status after use
as an inpatient, benefits will be provided as set forth
in section D. of this chapter, and cost-sharing will be
on an outpatient basis (refer to subsection A.4. of this
chapter).

e. Diagnostic services. Inc:ludes clinical laboratory exami-
nations, x-ray examinations, pathological examinations, and machine tests
that produce hard-copy results.

f. Blood. Includes blood, plasma and its derivatives, including
equipment and supplies, and its administration.

g. Physical therapy.

h. Oxygen. Includes equtipment for its administration.

i. Intravenous injections. Includes solution.

j. Shock therapy.
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k. Chemotherapy.

1. Psychological evaluation tests. When required by the diag-
nosis.

m. Renal and peritoneal dialysis.

n. Other medical services. Other medical services may be authorized
by the Director, OCHAMPUS, or a designee, provided they are related directly
to the diagnosis or definitive set of symptoms and rendered by a member of the
institution's medical or professional staff (either salaried or contractual)
and billed for by the authorized institutional provider of care.

4. Services and supplies provided by RTCs

a. Room and board. Includes use of residential facilities such as
food service (including special diets), laundry services, supervised reason-
able recreational and social activity services, and other general services as
considered appropriate by the Director, OCHAMPUS, or a designee.

b. Patient assessment. Includes the assessment of each child or
adolescent accepted by the RTC, including clinical consideration of each of
his or her fundamental needs, that is, physical, psychological, chronological
age, developmental level, family, educational, social, environmental, and
recreational.

c. Diagnostic services. Includes clinical laboratory examinations,
x-ray examinations, pathological examinations, and machine tests that produce
hard-copy results.

d. Psychological evaluation tests.

e. Treatment of mental disorders. Services and supplies that are
medically or psychologically necessary to diagnose and treat the mental disorder
for which the patient was admitted to the RTC. Covered services and require-
ments for qualifications of providers are as listed in paragraph C.3.i. of
this chapter.

f. Other necessarymedicalcare. Emergency medical services or other
authorized medical care may be rendered by the RTC provided it is professionally
capable of rendering such services and meets standards required by the
Director, OCHAMPUS. It is intended, however, that CHAMPUS payments to an RTC
should primarily cover those services and supplies directly related to the
treatment of mental disorders that require residential care.

5. Extent of institutional benefits

a. Inpatient room accommodations

(1) Semiprivate. Thp allowable costs for room and board fur-
nished an individual patient are payable for semiprivate accomnodations in a
hospital or other authorized institution, subject to appropriate cost-sharing
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provisions (refer to section F. of this chapter). A semiprivate accommoda-
tion is a room containing at least two beds. Therefore, if a room publicly
is designated by the institution as a semiprivate accommodation and contains
multiple beds, it qualifies as semipr'.vate for the purpose of CHAMPUS.

(2) Private. A room with one bed that is designated as a private
room by the hospital or other authorized institutional provider. The allow-
able cost of a private room accommodation is covered only under the following
conditions:

(a) When its use is required medically and when the attending
physician certifies that a private room is necessary medically for the proper
care and treatment of a patient; or

(b) When a patient's medical condition requires isolation;
or

(c) When a patient (in need of immediate inpatient care but
not requiring a private room) is admitted to a hospital or other authorized
institution that has semiprivate accommodations, but at the time of admission,
such accommodations are occupied; or

(d) When a patient is admitted to an acute care hospital
(general or special) without semiprivate rooms.

(3) Duration of private room stay. The allowable cost of private
accommodations is covered under the circumstances described in subparagraph
B.5.a.(2) of this chapter until the patient's condition no longer requires
the private room for medical reasons or medical isolation; or, in the case
of the patient not requiring a private room, when a semiprivate accommoda-
tion becomes available; or, in the case of an acute care hospital (general
or special) which does not have semiprivate rooms, for the duration of an
otherwise covered inpatient stay.

(4) Hospital (except an acute care hospital, Reneral or spe-
cial) or other authorized institutional provider without semiprivate accom-
modations. When a beneficiary is admitted to a hospital (except an acute
care hospital, general or special) or other institution that has no semi-
private accommodations, for any inpatient day when the patient qualifies for
use of a private room (as set forth in subparagraphs B.5.a.(2)(a) and (b),
above), the allowable cost of private accommodations is covered. For any
inpatient day in such a hospital or other authorized institution when the
patient does not require medically the private room, the allowable cost of
semiprivate accommodations is covered, such allowable costs to be determined
by the Director, OCHAMPUS, or a designee.

b. General staff nursina services. General staff nursing services
cover all nursing care (other than that provided by private duty nurses) in-
cluding, but not limited to, general duty nursing, emergenvy room nursing,
recovery room nursing, intensive nursing care, and group nursing arrange-
ments. Only nursing services provided by nursing personnel on the payroll
of the hospital or other authorized institution are eligible under this
section B. If a nurse who is not on the payroll of the hospital or other
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authorized institution is called in specifically to care for a singe
patient (individual nursing) or more than one patient (group nursing),
whether the patient is billed for the nursing services directly or through
the hospital or other institution, such services constitute private duty
(special) nursing services and are not eligible for benefits under this
paragraph (the provisions of paragraph C.2.o. of this chapter would apply).

c. ICU. An ICU is a special segregated unit of a hospital in which
patients are concentrated, by reason of serious illness, usually without
regard to diagnosis. Special lifesaving techniques and equipment are avail-
able regularly and immediately within the unit, and patients are under contin-
uous observation by a nursing staff specially trained and selected for the
care of this type of patient. The unit is maintained on a continuing, rather
than an intermittent or temporary, basis. It is not a postoperative recovery
room or a postanesthesia room. In some large or highly specialized hospitals,
the ICUs may be refined further for special purposes, such as for respiratory
conditions, cardiac surgery, coronary care, burn care, or neurosurgery. For
purposes of CHAMPUS, these specialized units would be considered ICUs if they
otherwise conformed to the definition of an ICU.

d. Treatment rooms. Standard treatment rooms include emergency
rooms, operating rooms, recovery rooms, spetial treatment rooms, and hyper-
baric chambers and all related necessary medical staff and equipment. To be
recognized for purposes of CHAMPUS, treatment rooms must be so designated and
maintained by the hospital or other authorized institution on a continuing
basis. A treatment room set up on an intermittent or temporary basis would
not be so recognized.

e. Drugs and medicines. Drugs and medicines are included as a
supply of a hospital or other authorized institution only under the fullowing
conditions:

(1) They represent a cost to the facility rendering treatment;

(2) They are furnished to a patient receiving treatment, and
are related directly to that treatment; and

(3) They are ordinarily furnished by the facility for the care
and treatment of inpatients.

f. Durable medical equipment, medical supplies, and dressings.
Durable medical equipment, medical supplies, and dressings are included as
a supply of a hospital or other authorized institution only under the fol-
lowing conditions:

(1) If ordinarily furnished by the facility for the care and
treatment of patients; and

(2) If specifically related to. and in connection with. th,
condition for which the patient is being treated: and
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(3) If ordinarily furnished to a patient for use in the hospital
or other authorized institution (except in the case of a temporary or dispos-
able item); and

(4) Use of durable medical equipment is limited to those items
provided while the patient is an inpatient. If such equipment is provided
for use on an outpatient basis, the provisions of section D. of this chapter
apply.

g. Transitional use items. Under certain circumstances, a tem-
porary or disposable item may be provided for use beyond an inpatient stay,
when such item is necessary medically to permit or facilitate the patient's
departure from the hospital or other authorized institutinn, or which may be
required until such time as the patient can obtain a continuing supply- or it
would be unreasonable or irpossible from a medical standpoint to discontinue
the patient's use of the item at the time of termination of his or her stay
as an inpatient.

h. Anesthetics and oxygen. Anesthetics and oxygen and their admini-
stration are considered a service or supply if furnished by the hospita& or
other authorized institution, or by others under arrangements made by the
facility under which the billing for such services is made through the
facility.

i. Iinpatient mental health services. Inpatient mental health services
are those services furnished by institutional and professional providers for
treatment of a nervous or mental disorder (as defined in Chapter 2) to a
patient admitted to a CHAIMPUS-authorized acute care general hospital; a
psychiatric hospital; or, unless otherwise exempted, a specialized treatment
facility.

(1) Benefits limited to 60 days of inpatient care. CHAMPUS benefits
for inpatient care are payable only so long as the inpatient level of care is
medically or psychologically necessary and otherwise meets the requirements of
this Regulation. In any case in which CHAMPUS benefits are paid for inpatient
mental health services, such benefits will end automatically when payment has
been made for 60 days of covered inpatient mental health services in a calendar
year. This benefit limit applies whether the 60 days of paid inpatient mental
health services are continuous or intermittent or involve one or more admis-
sions to the same or different inpatient facilities. This limit on inpatient
mental health services does not apply to services prov '.ed under the provisions
of Chapter 5 of this Regulation; services provided on less than a 24-hour-a-day
basis; or services provided in an authorized residential treatment center that
meets the requirements of paragraph B.4.e. of Chapter 6 of this Regulation.

(2) Director, OCHAMPUS, maxgrant additional coverage. Upon written
request by or on behalf of the beneficiary, the Director, OCHAI!PUS, or a
designee, taking into account the opinions of professional r'vi*w. may grant
coverage of inpatient mental health services in excess (i 60 davq in a ,alendar
year when such services are found to le required because ot -xttratrdinarv
medical or psychological circumstances. Ccrerage in ex(e5f; cf 60 days may be
granted if the Director, or a designre. determines that extraordinary medical
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or psychological circumstances exist based upon a written request documenting
that:

(a) the patient i: suffering from an acute mental disorder
or an acute exacerbation of a chronic mental disorder that results in the
patient being put at significant risk to self or of becoming a danger to others,
and the patient oquires a type, level, and intensity of otherwise authorized
service that can only be provided in an acute care inpatient setting; or

(b) the patient has a serious medical condition apart from his
or her psychiatric condition that. requires a type, level, and intensity of
service that can only be provided in an acute core inpatient setting and the
person continues to need psychiatric care, but cannot obtain it on an out-
patient basis because of his or her inpatie't status. The medical condition
and services provided must be otherwise ccvered under CHAMPUS.

6. Emer n•enyynpatient hospital services. In the case of a medical
emergency, benefits can be extended for medically necessary inpatient services
and supplies provided to a beneficiary by a hospital, including hospitals
that do not meet CHAMPUS standards or comply with the provisions of title VI
of the Civil Rights Act (reference (z)), or satisfy other conditions herein
set fo-th. In a medical emergency, medically necessary inpatient services and
supplies are those that are necessary to prevent the death or serious impair-
ment of the health of the patient, and that, because of the threat to the life
or health of the patient, necessitate, the use of the most accessible hospital
available and equipped to furnish such services. The availability of benefits
depends upon the following three separate findings and continues only as long
as the emergency exists, as determined by medical review. If the case quali-
fied as an emergency at the time of admission to an unauthorized institutional
provider and the emergency subsequently is determined no longer to exist,
benefits will be extended up through the date of notice to the beneficiary and
provider that CHAMPUS benefits no longer are payable in that hospital.

a. Existence of medical emergency. A determination that a medical
emergency existed with regard to the patient's condition;

b. Immediate admission r'oquired. A determination that the condition
causi"g the medical emergency zequired immediate admission to a hospital to
provide the Pmergency catp,: and

C. Clos.est hospital utj!iz j.t . A determination that diagnosis or
treatment
was retueivpd at thp mos t ar, PssihI ( 1oseest hospital available and equ ipped
to furnish the medit ally npessaryv raip.

C. PROFESSIONAL MEU7 CHEK FENEFF,7

1. Gpn-i ,. • , . , t ,t ! hi- I- - , P t h"
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in this or other chapters of this Regulation. Except as otherwise specifi-
cally authorized, to be considered for benefits under this section C., the
described services must be rendered by a physician, or prescribed, ordered,
and referred medically by a physician to other authorized individual pro-
fessional providers. Further, except under specifically defined circum-
stances, there should be an attending physician in any episode of care.
(For example, certain services of a clinical psychologist are exempt from
this requirement. For these exceptions, refer to Chapter 6.)

a. Billing practices. To be considered for benefits under this
section C., covered professional services must be performed personally by
the physician or other authorized individual professional provider, who is
other than a salaried or contractual staff member of a hospital or other
authorized institution, and who ordinarily and customarily bills on a fee-
for-service basis for professional services rendered. Such billings must be
itemized fully and sufficiently descriptive to permit CHAMPUS to determine
whether benefits are authorized by this Regulation. For continuing profes-
sional care, claims should be submitted to the appropriate CHAMPUS fiscal
intermediary at least every 30 days either by the beneficiary or sponsor,
or directly by the physician or other authorized individual professional
provider on behalf of a beneficiary (refer to Chapter 7 of this Regulation).

b. Services must be related. Covered professional services must
be rendered in connection with and directly related to a covered diagnosis
or definitive set of symptoms requiring medically necessary treatment.

2. Covered services of physicians and oth&-' au:.- ized individual pro-
fessional providers

a. Surgery. Surgery means operative procedures, including related
preoperative and postoperative care; reduction of fractures and dislocations;
injection and needling procedures of the joints; laser surgery of the eye;
and the following procedures:

Bronchoscopy
Laryngoscopy
Thoracoscopy
Catheterization of the heart
Arteringraph thoracic lumbar
Esophagoscopy
Gast roscopy
Proctoscopy
Sigmoidoscopy
Peritoneoscopy
Cystoscopy
Colonoscopy
Upper G.I. panendns•.,p,
Encephalograph
Mye lography
Discography
Visualization of ijt ta. ranial aneurysm by int racarotid

injection of dye, with exposure of carotid artery,
unilateral
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Ventriculography
Insufflation of uterus and fallopian tubes for determination

of tubal patency (Rubin's test of injection of
radiopaque medium or for dilation)

Introduction of opaque media into the cranial arterial.
system, preliminary to cerebral arteriography, or into
vertebral and subclavian systems

Intraspinal introduction of air preliminary to
pneumoencephalography

Intraspinal introduction of opaque media preliminary to
myelography

Intraventricular introduction of air preliminary to
ventriculography

NOTE: The Director, OCHAMPUS, or a designee, shall determine
such additional procedures that may fall within the intent
of this definition of "surgery."

b. Surgical assistance.

c. Inpatient medical services.

d. Outpatient medical services.

e. Psychiatric services.

f. Consultation services.

g. Anesthesia services.

h. Radiation therapy services.

i. X-ray services.

j. Laboratory and pathological services.

k. Physical medicine services or physiatry services.

1. Maternity care.

m. Well-baby care.

n. Other medical care. Other medical care includes, hut is not
limited to, hemodialysis, inhalation therapy, shock therapy, and chemotherapy. The
Director, OCHAMPUS, or a designee, shall determine those additional medical services
for which benefits may be extended under this paragraph.

NOTE: A separate professional ,)hargP for the oral administratin,

of approved antineoplastfi dr, -; is not c-overed.

o. Private duty (speial-)nursing services.
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p. Routine eye examinations. Coverage for routine eye examinations
is limited to dependents of active duty members, to one examination per
calendar year per person, and to services rendered on or after October 1,
1984.

3. Extent of professional benefits

a. Multiple surgery. In cases of multiple surgical procedures per-
formed at the same time, benefits shall be determined as follows:

(1) If such multiple surgical procedures are for related con-
ditions (whether or not, as in the case of cutting procedures, such care is
performed through the same surgical opening or by the same surgical approach),
benefits shall be limited to that part of the surgical care for which the
greatest amount is payable tinder the applicable reimbursement method (refer
to section E. of Chapter 6 of this Regulation). For the purposes of CHAMPUS,
all procedures performed through the same surgical approach shall be considered
to be related conditions.

(2) If the multiple surgical procedures are for unrelated con-
ditions, benefits shall be extended as follows:

(a) 100 percent of the CHAMPUS-determined allowable charge
for the major surgical procedure; and

(b) 50 percent of the CHAMPUS-determined allowable charge
for each of the other surgical procedures; or

(c) Except that, if the multiple surgical procedures involve
the fingers or toes, benefits for the first surgical procedure shall be at
100 percent of the CHAMPUS-determined allowable charge; the second at 50
percent; and the third and subsequent at 25 percent.

b. Different types of inpatient care, concurrent. If a beneficiary
receives inpatient medical care during the same admission in which he or she
also receives surgical care or maternity care, the beneficiary shall be
entitled to the greater of the CHAMPUS-determined allowable charge for either
the inpatient medical care or surgical or maternity care received, as the case
may b-, but not both; except that the provisions of this paragraph C.3.b. shall
not apply if such inpatient medical care is for a diagnosed condition requiring
inpatient medical care not related to the condition for which surgical care or
maternity care is received, and is received from a physician other than the
one rendering the surgical care or maternity care.

NOTE: This provision is not meant to imply that when extra time
and special effort are required due to postsurgical or
postflelivery r'omp]ii a i 'n - the attending phyvi i ian may
not request spec:ial ,:,n-ideratiocn for a highot than uzual
charge.
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c. Need for surgical assistance. Surgical assistance is payable only
when the complexity of the procedure warrants a surgical assistant (other than the
surgical nurse or other such operating room personnel), subject to utilization
review. In order for benefits to be extended for surgical assistance service, the
primary surgeon may be required to certify in writing to the nonavailability of a
qualified intern, resident, or other house physician. When a claim is received for
a surgical assistant involving the following circumstances, special review is
required to ascertain whether the surgical assistance service meets the medical
necessity and other requirements of this section C.

(1) If the surgical assistance occurred in a hospital that has
a residency program in a specialty appropriate to the surgery;

(2) If the surgery was performed by a team of surgeons;

(3) If there were multiple surgical assistants; or

(4) If the surgical assistant was a partner of or from the same
group of practicing surgeons as the attending surgeon.

d. Aftercare following stureger. Except for those diagnostic pro-
cedures classified as surgery in this section C., and injection and needling
procedures involving the joints, the benefit payments made for surgery
(regardless of the setting in which it is rendered) include normal aftercare,
whether the aftercare is billed for by the physician or other authorized in-
dividual professional provider on a global, all-inclusive basis, or billed
for separately.

e. Cast and sutures, removal. The benefit payments made for the
application of a cast or of sutures normally covers the postoperative care
including the removal of the cast or sutures. When the application is made
in one geographical location and the removal of the cast or sutures must be
done in another geographical location, a separate benefit payment may be pro-
vided for the removal. The intent of this provision is to provide a separate
benefit only when it is impracticable for the beneficiary to use the services
of the provider that applied the cast originally. Benefits are not available
for the services of a second provider if those services reasonably could have
been rendered by the individual professional provider who applied the cast or
sutures initially.

f. Inpatient care, concurrent.. Concurrent inpatient care by more
than one individual professional provider is covered if required because of
the severity and complexity of the beneficiary's conditicn or because the
beneficiary has multiple conditions that require treatment by providers of
different specialities. Any claim for concurrent care must be reviewed
before extending benefits in order to ascertain the condition of the bene-
ficiary at the time thp concurrent care was renderei,. In the absence of
such determination, benefits are payable only for inpatient care rendered by
one attending physician or other authtized individual prof-ssional provid-L.
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g. Consultants who become the attending surgeon. A consultation
performed within 3 days of surgery by the attending physician is considered a
preoperative examination. Preoperative examinations are an integral part of the
surgery and a separate benefit is not payable for the consultation. If more than 3
days elapse between the consultation and surgery (performed by the same physician),
benefits may be extended for the consultation, subject to review.

h. Anesthesia administered by the attending physician. A separate
benefit is not payable for anesthesia administered by the attending physician
(surgeon or obstetrician) or dentist, or by the surgical, obstetrical, or dental
assistant.

i. Treatment of mental disorders. CHAMPUS benefits for the treatment of
mental disorders are payable for beneficiaries who are outpatients or inpatients of
CHAMPUS-authorized general or psychiatric hospitals, RTCs, or specialized treatment
facilities, as authorized by the Director, OCHAMPUS, or a designee. All such
services are subject to review for medical or psychological necessity and for
quality of care. The Director, OCHAMPUS, reserves the right to require
preauthorization of mental health services. Preauthorization may be conducted by
the Director, OCHAMPUS, or a designee.

(1) Covered diagnostic and therapeutic services. Subject to the
requirements and limitations stated, CHAMPUS benefits are payable for the following
services when rendered in the diagnosis or treatment of a covered mental disorder by
a CHAMPUS-authorized, qualified mental health provider practicing within the scope
of his or her license. Qualified mental health providers are: psychiatrists or
other physicians; clinical psychologists, certified psychiatric nurse specialists or
clinical social workers; and marriage and family, pastoral, and mental health
counselors, under a physician's supervision. No payment will be made for any
service listed in this subparagraph C.3.i.(l) rendered by an individual who does not
meet the criteria of Chapter 6 of this Regulation for his or her respective
profession, regardless of whether the provider is an independent professional
provider or an employee of an authorized professional or institutional provider.

(a) Individual psychotherapy, adult or child. A covered
individual psychotherapy session is no more than 60 minutes in length. An
individual psychotherapy session of up to 120 minutes in length is payable for
crisis intervention.

(b) Group psychotherapy. A covered group psychotherapy session
is no more than 90 minutes in length.

(c) Family or co ointpsychotheraj)y. A covered family or
conjoint psychotherapy session is no more than 90 minutes in length. A family or
conjoint psychotherapy session of up to 180 minutes in length is payable for crisis
intervention.

(d) Psychoanalysis. Psychoanalysis is covered subipct
to specific review for medical or psychological necessity and appropriatenesq 1'y the
Director, OCHAMPUS, or a designee.
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(e) Psychological testing and assessment.

(f) Administration of psychotropic drugs. When prescribed
by an authorized provider qualified b- licensure to prescribe drugs.

(g) Electroconvulsive treatment. When provided in accordance
with guidelineF issued by the Director, OCHAMPUS.

(h) Collateral visits. Covered collateral visits are those
that are medically or psychologically necessary for the treatment of the
patient and, as such, are considered as a psychotherapy session for purposes
of subparagraph C.3.i.(2) of this chapter.

(2) Limitations and review requirements

(a) Outpatientjpsychotherapy. Outpatient psychotherapy
generally is limited to a maximum of two psychotherapy sessions per week,
in any combination of individual, family, conjoint, collateral, or group
sessions. Before benefits can be extended for more than two outpatient
psychotherapy sessions per week, professional review of the medical or
psychological necessity for and appropriateness of the more intensive
therapy is required.

(b) Inpatient psychotherapy. Coverage of inpatient
psychotherapy is based on the medical or psychological necessity for the
services identified in the patient's treatment plan. As a general rule,
up to five psychotherapy sessions per week are considered appropriate.
Additional sessions per week or more than one type of psychotherapy session
performed on the same day (for example, an individual psychotherapy session
and a family psychotherapy session on the same day) could be considered for
coverage, depending on the medical or psychological necessity for the ser-
vices. Benefits for inpatient psychotherapy will end automatically when
the patient has received 60 days of covered inpatient mental health services
in a calendar year, unless additional coverage is granted by the Director,
OCHAMPUS. The Director, OCHAMPUS, shall issue specific guidelines for
reviewing the medical and psychological necessity for and the quality of
inpatient psychotherapy.

(3) Covered ancillaryj therapies. Includes art, music, danr.,
occupational, and other designated ancillary therapies, when included by the
attending provider in an approved inpatient or outpatient treatment plan.

(4) Review of claims for treatment of mental disorder. The
Director, OCHAMPUS, shall establish and maintain procedures for review, in-
cluding professional review, of the services provided for the treatment of
mental disorders.

j. Physical and occupational therapy

(1) Physical therapy. To be covered, physical therapy must be
related to a covered medical condition. If performed by other than a physi-
cian, a physician (or other authorized individual professional provider acting
within the scope of their license) shall
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refer the patient for treatment and supervise the physical therapy. Generally,
coverage of outpatient physical therapy is limited to a 60-day period, at up to two
physical therapy sessions per week. Physical therapy beyond this length or
frequency requires documentation of the medical necessity for the therapy and the
anticipated results of the therapy. General exercise programs are not covered, even
if recommended by a physician and conducted by qualified personnel. Passive
exercises and range of motion exercises are not covered except when prescribed as an
integral part of a comprehensive program of physical therapy.

(2) Occupational therapy. To be covered, occupational therapy must
be related to a covered medical condition and must be directed to assisting the
patient to overcome or compensate for disability resulting from illness, injury, or
the effects of treatment of a covered condition. If performed by other than a
physician, a physician shall prescribe the treatment and a physician shall supervise
the occupational therapy. The occupational therapist providing the therapy shall be
an employee of a CHAMPUS-authorized institutional provider and the services must be
rendered in connection with CHAMPUS authorized care. Only those occupational
therapy services that are rendered as part of an organized inpatient or outpatient
rehabilitation program are covered. Occupational therapists are not considered
CHAMPUS-authorized providers in their own right and may not submit bills on a
fee-for-service basis. The employing institutional provider shall bill for the
services of the occupational therapist.

k. Well-baby care. Benefits routinely are payable for well-baby care
from birth up to the child's second birthday.

(1) The following services are payable when rendered as a part of a
specific well-baby care program and when rendered by the attending pediatrician,
family physician, or a pediatric nurse practitioner:

(a) Newborn examination, PKU tests, and newborn circumcision.

(b) History, physical examination, discussion, and counseling.

(c) Vision, hearing, and dental screening.

(d) Developmental appraisal.

(e) Immunization (that is, DPT, polio, measles, iumps, and
rubella).

(f) Tuberculin test, hematocrit or Hgb., and urinalysis.

(2) Additional services or visits required because of specific
findings or because of the particular circumstance of the individual case are
covered if medically necessary and otherwise authorized for benefits under CHAMPUS.
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1. Private duty (special) nursing. Benefits are available for the
skilled nursing services rendered by a private duty (special) nurse to a

beneficiary reguiring intensive skilled nursing care that can only be provided with
the technical proficiency and scientiific skills of an R.N. The specific skilled
nursing services being rendered are controlling, not the condition of the patient or
the professional status of the private duty (special) nurse rendering the services.

(i) Inpatient private duty (special) nursing services are limited to
those rendered to an inpatient in a hospital that does not have an ICU. In
addition, under specified circumstances, private duty (special) nursing in the home
setting also is covered.

(2) The private duty (special) nursing care must be ordered and
certified to be medically necessary by the attending physician.

(3) The skilled nursing care must be rendered by a private duty
(special) nurse who is neither a member of the immediate family nor is a member of
the beneficiary's household.

4-21



[RESERVED]

4-22



DoD 6010.8-R

Jul 91

(4) Private duty (special) nursing care does not, except
incidentally, include providing service- that provide or support primarily the
essentials of daily living or acting as a companion or sitter.

(5) If the private duty (special) nursing care serv4 -es being
performed are primarily those that could be rendered by the average adult with
minimal instruction or supervision, the services would not qualify as covered
private duty (special) nursing services, regardless of whether performed by an R.N.,
regardless of whether or not ordered and certified to by the attending physician,
and regardless of the condition of the patient.

(6) In order for such services to be considered for benefits, a
private duty (special) nurse is required to maintain detailed daily nursing notes,
whether the case involves inpatient nursing service or nursing services rendered in
the home setting.

(7) Claims for continuing private duty (special) nursing care shall
be submitted at least every 30 days. Each claim will be reviewed and the nursing
care evaluated whether it continues to be appropriate and eligible for benefits.

(8) In most situations involving private duty (special nursing care
rendered in the home setting, benefits will be available only for a portion of the
care, that is, providing benefits only for that time actually required to perform
medically necessary skilled nursing services. If full-time private duty (special)
nursing services are engaged, usually for convenience or to provide personal
services to the patient, CHAMPUS benefits are payable only for that portion of the
day during which skilled nursing services are rendered, but in no event is less than
1 hour of nursing care payable in any 24-hour period during which skilled nursing
services are determined to have been rendered. Such situations often are better
accommodated through the use of visiting nurses. This allows the personal services
that are not coverable by CHAMPUS to be obtained at lesser cost from other than an
R.N. Skilled nursing services provided by visiting nurses are covered under
CHAMPUS.

NOTE: When the services of an R.N. are not available, benefits may be
extended for the otherwise covered services of a L.P.N. or L.V.N.

D. OTHER BENEFITS

1. General. Benefits may be extended for the allowable charge of those other
covered services and supplies described in this section D., which are provided in
accordance with good medical practice and established standards of quality by those
other authorized providers described in Chapter 6 of this Regulation. Such benefits
are subject to all applicable definitions, conditions, limitations, or exclusions as
otherwise may be set forth in this or other chapters of this Regulation. To be
considered for benefits under this section D., the descried services or supplies
must be prescribed and ordered by a physician. Other authorized individual
professional providers acting within their scope of licensure may also prescribe
and order these services and supplies unless otherwise specified in this section
D. For example, durable medical equipment and cardiorespiratory monitors can only
be ordered by a physician.
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2. Billing practices. To be considered for benefits under this Section D.,
covered services and supplies must be provided and billed for by an authorized
provider as set forth in Chapter 6 of this Regulation. Such billing must be
itemized fully and described sufficiently, even when CHAMPUS payment is determined
under the CHAMPUS DRG-based payment system, so that CHAMPUS can determine whether
benefits are authorized by this Regulation. Except for claims subject to the
CHAMPUS DRG-based payment system, whenever continuing charges are involved, claims
should be submitted to the appropriate CHAMPUS fiscal intermediary at least every 30
days (monthly) either by the beneficiary or sponsor or directly by the provider.
For claims subject to the CHAMPUS DRG-based payment system, claims may be submitted
only after the beneficiary has been discharged or transferred from the hospital.

3. Other covered services and supplies

a. Blood. If whole blood or plasma (or its derivatives) are provided and
billed for by an authorized institution in connection with covered treatment,
benefits are extended as set forth in section B. of this chapter. If blood is
billed for directly to a beneficiary, benefits may be extended under this section D.
in the same manner as a medical supply.

b. Durable medical equipment

(1) Scope of benefit. Subject to the exceptions in paragraphs (2)
and (3) below, only durable medical equipment (DME) which is ordered by a physician
for the specific use of the beneficiary, and which complies with the definition of
"Durable Medical Equipment" in Chapter 2 of this Regulation, and which is not
otherwise excluded by this Regulation qualifies as a Basic Program benefit.

(2) Cardiorespiratory monitor exception.

(a) When prescribed by a physician who is otherwise eligible as
a CHAMPUS individual professional provider, or who is on active duty with a United
States Uniformed Service, an electronic cardiorespiratory monitor, including
technical support necessary for the proper use of the monitor, may be cost-shared as
durable medical equipment when supervised by the prescribing physician for in-home
use by:

1 An infant beneficiary who has had an apparent
life-threatening event, as defined in guidelines issued by the Director, OCHAMPUS,
or a designee, or,

2 An infant beneficiary who is a subsequent or multiple
birth biological sibling of a victim of sudden infant death syndrome (SIDS), or,

3 An infant beneficiary whose birth weight
was 1,500 grams or less, or,

4 An infant I.-neficiary who is a ptp-terin infant with
pathologic apnea, as defined in guidelines issued by the Diretu, .t 17or AIP o$., a
designee, or,
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5 Any beneficiary who has a condition or suspected
condition designated in guidelines issued by the Director, OCHAMPUS, or designee,
for which the in-home use of the cardiorespiratory monitor otherwise meets Basic
Program requirements.

(b) The following types of services and items may be cost-shared
when provided in conjunction with an otherwise authorized cardiorespiratory monitor:

1 Trend-event recorder, including technical supporL
necessary for the proper use of the recorder.

2 Analysis of recorded physiological data associated with
monitor alarms.

3 Professional visits for se 'ices otherwise authorized by
this Regulation, and for family training on how to resp i to an apparent
life-threatening event.

4 Diagncstic testing otherwise authorized by this
Regulation.

ý3) Basic mobilityequipment exception. A wheelchair, or a
CHAMPUS-approved alternative, which is medically necessary to provide basic
nv-bility, including reasonable additional cost for medically necessary modifications
to accommodate a particular disability, may be cost-shared as durable medical
equipment.

(4) Exclusions. DME which is otherwise qualified as a benefit is
excluded as a benefit under the following circumstances:

(a) DME for a beneficiary who is a patient in a type of facility
that ordinarily provides the same type of DME item to its patients at no additional
charge in the usual course of providing its services.

(b) DME which is available to the beneficiary from a Uniformed
Services Medical Treatment Facility.

(c) DME with deluxe, luxury, or immaterial features which
increase the cost of the item to the government relative to similar item without
those features.

(5) Basis for reimbursement. The cost of DME may be shared by the
CHAMPUS based upon the price which is most advantageous to the government taking
into consideration the anticipated duration of the medically necessary need for the
equipment And current price information for the type of item. The cost analysis
must include a comparison of the total price of the item as a monthly rental charge,
a lease-purchase price, and a lump-qum purchase price and a provision for the timn
value of money at the rate determined by the U.S. Department of the Treasurv.
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c. Medical supplies and dressings (consumables). Medical supplies and
dressings (consumables) are those that do not withstand prolonged, repeated use.
Such items must be related directly to an appropriate and verified covered medical
condition of the specific beneficiary for whom the item was purchased and obtained
from a medical supply company, a pharmacy, or authorized institutional provider.
Examples of covered medical supplies and dressings are disposable syringes for a
known diabetic, colostomy sets, irrigation sets, and elastic bandages. An external
surgical garment specifically designed for use following a mastectomy is considered
a medical supply item.

NOTE: Generally, the allowable charge of a medical supply item will be under
$100. Any item over this amount must be reviewed to determine whether
it would not qualify as a DME item. If it is, in fact, a medical
supply item and does not represent an excessive charge, it can be
considered for benefits under paragraph D.3.c., above.

d. Oxygen. Oxygen and equipment for its'administration are covered.
Benefits are limited to providing a tank unit at one location with oxygen limited to
a 30-day supply at any one time. Repair and adjustment of CHAMPUS-purchased oxygen
equipment also is covered.

e. Ambulance. Civilian ambulance service to, from, and between hospitals
is covered when medically necessary in connection with otherwise covered services
and supplies and a covered medical condition. Ambulance service also is covered for
transfers to a Uniformed Service Medical Treatment Facility (USMTF).
For the purpose of CHAMPUS payment, ambulance service is an outpatient service
(including in connection with maternity care) with the exception of otherwise
covered transfers between hospitals which are cost-shared on an inpatient basis.
Ambulance transfers from a hospital based emergency room to another hospital more
capable of providing the required care will also be cost-shared on an inpatient
basis.

NOTE: Thp inpatient cost-sharing provisions for amblulance transfers only
apply to otherwise covered transfers between hospitals; i.e., acute
care, general, and special hospitals; psychiatric hospitals; aad

1ong-term hospitals.
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(1) Ambulance service is covered for emergency transfers from a
beneficiary's place of residence, accident scene, or other location to a USMTF. and
for transfer to a USMTF after treatment at, or admission to, a civilian hospital, if
ordered by other than a representative of the USMTF.

(2) Ambulance service cannot be used instead of taxi service and is
not payable when the patient's condition would have permitted use of regular private
transportation; nor is it payable when transport or transfer of a patient is
primarily for the purpose of having the patient nearer to home, family, friends, or
personal physician. Except as described in subparagraph D.3.e.(l), above, transport
must be to closest appropriate facility by the least ccstly means.

(3) Vehicles such as medicabs or ambicabs function primarily as
public passenger conveyances transporting patients to and from their medical
appointments. No actual medical care is provided to the patients in transit. These
types of vehicles do not qualify for benefits for the purpose of CHAMPUS payment.

(4) Ambulance services by other than land vehicles (such as a boat or
airplane) may be considered only when the pickup point is inaccessible by a land
vehicle, or when great distance or other obstacles are involved in transporting the
patient to the nearest hospital with appropriate facilities and the patient's
medical condition warrants speedy admission or is such that transfer by other means
is contraindicated.

f. Prescription drugs and medicines. Prescription drugs and medicines
that by U.S. law require a physician's or other authorized individual professional
provider's prescription (acting within the scope nf their license) and that are
ordered or prescribed by a physician or other authorized individual professional
provider (except that insulin is covered for a known diabetic, even though a
prescription may not be required for its purchase) in connection with an otherwise
covered condition or treatment, including Rh immune globulin.

(1) Drugs administered by a physician or other authorized individual
professional provider as an integral part of a procedure covered under sections B.
or C. of this chapter (such as chemotherapy) are not covered under this subparagraph
inasmuch as the benefit for the institutional services or the professional services
in connection with the procedure itself also includes the drug used.

(2) CHAMPUS benefits may not be extended for drugs not approved by
the U.S. Food and Drug Administration for general use by humans (even though
approved for testing with humans).

g. Prosthetic devices. The purchase of prosthetic devices is limited to
artificial limbs and eyes, except those items that are inserted surgically into the
body as an essential and integral part of an otherwise covered
surgical procedure are not excluded.

4-26



DoD 6010.8-R
Jul 91

NOTE: In order for CHAMPUS benefits to be extended, any sur-
gical implant must be approved for use in humans by the
U.S. Food and Drug Administration. Devices that are
approved only for invesligational use in humans are not
payable.

h. Orthopedic braces and appliances. The purchase of leg braces
(including attached shoes), arm braces, back braces, and neck braces is
covered. Orthopedic shoes, arch supports, shoe inserts, and other supportive
devices for the feet, including special-ordered, custom-made built-up shoes
or regular shoes subsequently built up, are not covered.

E. SPECIAL BENEFIT INFORMATION

1. General. There are certain circumstances, conditions, or limitations that
impact the extension of benefits and that require special emphasis and explanation.
This section E. sets forth those bene.?fits and limitations recognized to be in this
category. The benefits and limitations herein described also are subject to all
applicable definitions, conditions, limitations, exceptions, and exclusions as set
forth in this or other chapters of this Regulation, except as otherwise may be
provided specifically in this section E.

2. Abortion. The statute under which CHAMPUS operates prohibits payment
for abortions with one single exception--where the life of the woman would be
endangered if the fetus were carried to term. Covered abortion services are
limited to medical services and supplies only. Physician certification is
required attesting that the abortion was performed because the mother's life
would have been endangered if the fetus were carried to term. Abortions
performed for suspected or confirmed fetal abnormality (e.g., anencephalic)
or for mental health reasons (e.g., threatened suicide) do not fall within
the exceptions permitted within the language of the statute and are not
authorized for payment under CHAMPUS.

NOTE: Covered abortion services are limited to medical services
or supplies only for the single circumstance outlined above
and do not include abortion counseling or referral fees.
Payment is not allowed for any services involving preparation
for, or normal followup to, a noncovered abortion. The
Director, OCHAMPUS, or a designee, shall issue guidelines
describing the policy on abortion.

3. Family planning. The scope of the CHAMPUS family planning benefit

is as follows:

a. Birth control (such as contraception)

(1) Benefits provided. Benefitq are available for servi(es

and supplies related to preventing -on eption. inCluding thp following:

(a) Surgical insertion, removal, or replacement of in-
trauterine devices.

(b) Measurement for. and purchase of, contraceptive dia-
phragms (and later remeasurement and replacement).
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(c) Prescription oral contraceptives.

(d) Surgical sterilization (either male or female).

(2) Exclusions. The family planning benefit does not include the
following:

(a) Prophylactics (condoms).

(b) Spermicidal foams, jellies, and sprays not requiring
a prescription.

(c) Services and supplies related to noncoital
reproductive technologies, including but not limited to artificial insemination
(including any costs related to donors or semen banks), in-vitro
fertilization and gamete intrafallopian transfer.

(d) Reversal of a surgical sterilization procedure (male
or female).

b. Genetic testing. Genetic testing essentially is preventive rather
than related to active medical treatment of an illness or injury, however, under
the family planning benefit, genetic testing .'s covered when performed in certain
high risk situations. For the purpose of CHAVPUS, genetic testing includes tests to
detect developmental abnormalities as well as purely genetic defects.

k (1) Benefits provided. Benefits may be extended for genetic
Y testing performed on a pregnant beneficiary under the following prescribed

circumstances. The tests must be appropriate to the specific risk situation
and must meet one of the following criteria:

(a) The mother-to-be is 35 years old or older; or

(b) The mother- or father-to-be has had a previous child
born with a congenital abnozmality; or

(c) Either the mother- or father-to-be has a family history of
congenital abnormalities; or

(d) The mother-to-be contracted rubella during the first
trimester of the pregnancy; or

(e) Such other specific situations as may be determined
by the Director, OCHAMPUS, or a designee, to fall within the intent of this
paragraph E.3.b.

(2) Exclusions. It is emphasized that routine or demand genetic
testing is not covered. Further. genptic testing does not include the following:

(a) Tests performed to establish paternity of a child.

(b) Tests to determine the sex of an unborn child.
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4. Treatment of alcoholism. Emergency and inpatient hospital care for
complications of alcoholism and detoxification are covered as for any other medical
condition. Specific coverage for the treatment of alcoholism includes
detoxification, rehabilitation, and outpatient care provided in authorized alcohol
rehabilitation facilities.

a. Ermergenqy and inpatient hospitdal services. Emergency and inpatient
hospital services are covered when medically necessary for the active medical
treatment of the acute phases of alcohol withdrawal (detoxification), for
stabilization, and for treatment of medical complications of alcoholism. Emergency
and inpatient hospital services are considered medically necessary only when the
patient's condition is such that the personnel and facilities of a hospital are
required. Stays provided for alcohol rehabilitation in a hospital-based
rehabilitation facility are covered, subject to the provisions of paragraph E.4.b.
of this chapter. Inpatient hospital services also are subject to the provisions
regarding tne iimit c(n inpatient mental health services.

b. Authorized alcoholism treatment. Only those services provided in an
organized alcoholism treatment program, by an authorized free-standing or
hospital-based alcohol rehabilitation facility are covered. Covered services
consist of any or all of the services listed below. A qualified mental health
provider (physicians, clinical psychologists, clinical social workers, psychiatric
nurse specialists) (see paragraph C.3.i.) shall prescribe the particular level of
treatment. Each CHA14PUS beneficiary is entitled to three alcoholism treatment
benefit periods in his or her lifetime. (A benefit period begins with the first
date of covered alcoholism treatment and ends 365 days later, regardless of the
total services actually used within the benefit period. Unused benefits cannot be
carried over to subsequent benefit periods. Emergency and inpatient hospital
services (as described in paragraph E.4.a. of this chapter) do not constitute
alcoholism treatment for purposes of establishing the beginning of a benefit
period.)

(1) Rehabilitative care. Rehabilitative care in an authorized
alcohol rehabilitation facility, whether free-standing or hospital-based, is covered
on either a residential or partial care (day or night program) basis. Coverage
during a single benefit period is limited to no more than one inpatient stay
(exclusive of stays classified in DRG 433) in hospitals subject to the CHAMPUS
DRG-based payment system or 21 days in a DRG-exempt facility for rehabilitative
care. If the patient is medically in need of alcohol detoxification, but does not
require the personnel or facilities of a general hospital setting, detoxification
services are covered in addition to the rehabilitative care, but in a DRG-exempt
facility detoxification services are limited to 7 days. The medical necessity for
the detoxification must be documented. Any detoxification services provided by the
alcohol rehabilitation facility must be under general medical supervision.

(2) Outpatient . care. Outpatient treatment provided by an approved
alcohol rehabilitation facility, whother free-standing ot hospital-based, is covered
for up to 60 visits in a benefit p-ried.
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(3) Family 1terapy. Family therapy provided by an approved alcohol
Srehabilitation facility, whether free-standing or hospital-based, is covered for up

to 15 visits in a benefit period.

c. Exclusions

(1) Aversion therapy. The programmned use of physical measures, such
as electric shock, alcohol, or other drugs as negative reinforcement (aversion
therapy) is not covered, even if recommended by a physician.

(2) Domiciliary settings. Domiciliary facilities, generally referred
to as halfway or quarterway houses, are not authorized providers and charges for
services provided by these facilities are not covered.

d. Confidentiality. Release of any patient identifying information,
including that. required to adjudicate a claim, must comply with the provisions of
section 523 of the Health Service Act (HSA), as amended, (42 U.S.C. 290dd- 3), which
governs the release of medical and other information from the records of patients
undergoing treatment of alcoholism. If the patient refuses to authorize the release
of medical records which are, in the opinion of the Director, OCHAMPUS, or a
designee, necessary to determine benefits on a claim for treatment of alcoholism,
the claim will be denied.

5. Organ transpjants. Basic Program benefits are available for otherwise
covered services or supplies in connection with an organ transplant procedure,
provided such transplant procedure generally is in accordance with accepted
professional medical standards and is not considered to be experimental or
Investigitional.

a. Recipient costs. CHAMPUS benefits are payable for recipient costs
when the recipient of the transplant is a beneficiary, whether or not the donor is a
beneficiary.

b. Donor costs

(1) Donor costs are payable when both the donor and recipient are
CHAMPUS beneficiaries.

(2) Donor costs are payable when the donor is a CHAMPUS beneficiary
but the recipient is not.

(3) Donor costs are payable when the donor is the sponsor and the
recipient is a beneficiary. (In such an event, donor costs are paid as a part of
the beneficiary and recipient costs.)

(4) Donor costs also are payable when the donor is neither a CHAIPUS
beneficiary nor a sponsor, if the recipient is a CHAMPUS beneficiary. (Again, in
such an event, donor costs are paid as a part of the beneficiary and reqiient
costs.)
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c. General limitations

(1) If the donor is not a beneficiary, CHAMPUS benefits for donor
costs are limited to those directly related to the transplant procedure itself and
do not include any medical care costs related to other treatment of the donor,
including complications.

(2) In most instances, for costs related to kidney transplants,
Medicare (not CHAMPUS) benefits will be applicable. If a CHAMPUS beneficiary
participates as a kidney donor for a Medicare beneficiary, Medicare will pay for
expenses in connection with the kidney transplant to include all reasonable
preparatory, operation and postoperation recovery expenses associated with the
donation (postoperative recovery expenses are limited to the actual period of
recovery). (Refer to paragraph E.3.f. of Chapter 3 of this Regulation.)

(3) Donor transportation costs are excluded whether or not the donor
is a beneficiary.

(4) When the organ transplant is performed under a study, grant, or
research program, no CHAMPUS benefits are payable for either recipient or donuor
cost.

d. Kidney acquisition. With specific reference to acquisition costs for
kidneys, each hospital that performs kidney transplants is required for Medicare
purposes to develop for each year separate standard acquisition costs for kidneys
obtained from live donors and kidneys obtained from cadavers. The standard
acquisition cost for cadaver kidneys is compiled by dividing the total cost of
cadaver kidneys acquired by the number of transplants using cadaver kidneys. The
standard acquisition cost for kidneys from live donors is compiled similarly using
the total acquisition cost of kidneys from live donors and the number of transplants
using kidneys from live donors. All recipients of cadaver kidneys are charged the
same standard cadaver kidney acquisition cost and all recipients of kidneys from
live donors are charged the 3ame standard live donor acquisition cost. The
appropriate hospital standard kidney acquisition costs (live donor or cadaver)
required for Medicare in every instance must be used as the acquisition cost for
purposes of providing CHAMPUS benefits.

e. Liver transplant-s. Effective-July 1, 1933, CHAMPUS benefits are
payable for services and supplies related to liver transplantation under the
following circumstances only:

(1) Medical indications for liver transplantation. CHAMPUS shall
provide benfits for services and supplies related to liver transplantation performed
for beneficiaries suffering from irreversible liver injury who have exhausted
alternative medical and surgical treatments, who are approaching the terminal phase
of their illness, and who are considered appropriate for liver transplantation
according to guidelines adopted by the Director, OCHAMPUS.

(2) Contraindications. CHAlIPUS shall not piivide coverage if any ,of
the following contraindications exist:

(a) Active alcohol or other substance abusep

(b) Malignancies metastasized to or extending beyond the margins
of the liver; or
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(c) Viral-induced liver disease when viremia is still present.

(3) Specific covered services. CHAMPUS shall provide coverage for
the following services related to liver transplantation:

(a) Medically necessary services to evaluate a potential
candidate's suitability for liver transplantation, whether or not the patient is
ultimately accepted as a candidate for transplantation;

(b) Medically necessary pre- and post-transplant inpatient
hospital and outpatient services;

(c) Surgical services and related pre- and post-operative
services of the transplant team;

(d) Services provided by a donor organ acquisition team,
including the costs of transportation to the location of the donor organ and
transportation of the team and the donated organ to the location of the
transplantation center;

(e) Medically necessary services required to maintain the
viability cf the donor organ following a formal declaration of brain death and after
all existing legal requirements for excision of the donor organ have been met;

(f) Blood and blood products;

S(g) Services and drugs required for immunosupression, provided
the drugs are approved by the United States Food and Drug Administration;

(h) Services and supplies, including inpatient care, which are
medically necessary to Lreat complications of the transplant procedure, including
management of infection and rejection episodes; and

(i) Services and supplies which are medically neuessary for the
periodic evaluation and assessment of the successfully transplanted patient.

(4) Specific noncovered services. CHAMPUS benefits will not be paid
for the following:

(a) Services aid supplies for which the beneficiary has no legal
obligation to pay. For example, CHAMPUS shall not reimburse expenses that are
waived by the transplant center, or for which research funds are available; and

(b) Out-of-hospital living expenses and any other non-medical
expenses, including transportation, of the liver transplant candidate or family
members, whether pre- or post-transplant.
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(5) Implementation guidelines. The Director, OCHAMPUS, shall issue
such guidelines as are necessary to implement the provision of this paragraph.

f. Heart Transplantation. CHAMPUS benefits are payable for services and
supplies related to heart transplantation under the following circumstances:

(1) Medical indications for heart transplantation. CHAMPUS shall
picvide benefits for services and supplies related to heart transplantation
performed for beneficiaries with end-stage cardiac disease who have exhausted
alternative medical and surgical treatments, who have a very poor prognosis as a
result of poor cardiac functional status, for whom plans for long-term adherence to
a disciplined medical regimen are feasible, and who are considered appropriate for
heart transplantation according to guidelines adopted by the Director, OCHAMPUS.
However, benefits for heart transplantation are available only if the procedure is
performed in a CHAMPUS-approved heart transplantation center or meets other
certification or accreditation standards recognized by the Director, OCHAMPUS. See
Chapter 6, paragraph B.4.c. of this Regulation.

(2) Specific covered services. CIIAMPUS shall provide coverage for
the following services related to heart transplantation:

(a) Medically necessary services to evaluate a potential
candidate's suitability for heart transplantation, whether or not the patient is
ultimately accepted as a candidate for transplantation;

(b) Medically necessary pre- and post-transplant inpatient
hospital and outpatient services;

(c) Surgical services and related pre- and post-operative
services of the transplant team;

(d) Services provided by the donor acquisition team, including
the costs of transportation to the location of the donor organ and transportation of
the team and the donated organ to the location of the transplantation center;

(e) Medically necessary services required to maintain the
viability of the donor organ following a formal declaration of brain death and after
all existing legal requirements for excision of the donor organ have been met;

(f) Blood and blood products;
(g) Services and drugs required for immunosuppression, provided

the drugs are approved by the United States Food and Drug Administration;

(h) Services and supplies, including inpatient care, which are
medically necessary to treat complications of the transplant procedure, including
management of infection and rejection episodes; and
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(i) Services and supplies which are medically necessary for the
periodic evaluation and assessment of the successfully transplanted patient.

(3) Noncovered service'. CHAMPUS benefits will not I- Daid for the
following:

(a) Services and supplies for which the beneficiary has no legal
obligation to pay; and

(b) Out-of-hospital living expenses and any other non-medical
expenses, including transportation of the heart transplant candidate or family
members, whether pre- or post-transplant.

(4) Implementation guidelines. The Director, OCHAMPUS, shall issue
such guidelines as are necessary to implement the provisions of this paragraph.

6. Eyeglasses, spectacles, contact lenses, or other optical devices.
Eyeglasses, spectacles, contact lenses, or other optical devices are excluded under
the Basic Program except under very limited and specific circumstances.

a. Exception togeneral exclusion. Benefits for glasses and lenses may

be extended only in connection with the following specified eye conditions and
circumstances:

(1) Eyeglasses or lenses that perform the function of the human lens, lost
as the result of intraocular surgery or ocular injury or congenital absence.
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NOTE: Notwithstanding the general requirement for II.S. Food and
Drug Administration approval of any surgical implant set
forth in paragraph D.3.g. of this chapter, intraocular
lenses are authorized under CHAMPUS if they are either
approved for marketing by the FDA or are subject to an
investigational device exemption.

(2) "Pinhole" glasses prescribed for use after surgery for
detached retina.

(3) Lenses prescribed as "treatment" instead of surgery for the
following conditions:

(a) Contact lenses used for treatment of infantile
glaucoma.

(b) Corneal or scleral lenses prescribed in connection with
treatment of keratoconus.

(c) Scleral lenses prescribed to retain moisture when
normal tearing is not present or is inadequate.

(d) Corneal or scleral lenses prescribed to reduce a
corneal irregularity other than astigmatism.

b. Limitations. The specified benefits are limited further to one set of
lenses related to one of the qualifying eye conditions set forth in paragraph
E.6.a., above. If there is a prescription change requiring a new set of lenses (but
still related to the qualifying eye condition), benefits may be extended for a
second set of lenses, subject to specific medical review.

7. Transsexualism or such other conditions as eýner dyssphoria. All services
and supplies directly or indirectly related to transsexualism or such other
conditions as gender dysphoria are excluded under CHAMPUS. This exclusion includes,
but is not limited to, psychotherapy, prescription drugs, and intersex surgery that
may be provided in connection with transsexualism or such other conditions as gender
dysphoria. There is only one very limited exception to this general exclusion, that
is, notwithstanding the definition of congenital anomaly, CHAMPUS benefits may be
extended for surgery and related medically necessary services performed to correct
sex gender confusion (that is, amoiguous genitalia) which has been documented to be
present at birth.

8. Cosmetic, reconstructive, or plastic surgery. For the purposes of CHAMPUS,
cosmetic, reconstructive, or plastic surgery is surgej) that can be expected
primarily to improve physical appearance or that is performed primarily for
psychological purposes or that restores form, but does not correct or improve
materially a bodily function.

NOTE: If a surgical procedure primarily restores funtion.
whether or not there is also a concomitant improvement in
physical appearance, the surgical procedure does not fall
within the provisions set forth in this subsection E.8.
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a. Limited benefits uiiuer_ CHAMPUS. Benefits under the Basic Program
generally are not available for cosmetic, reconstructive, or plastic surgery.
However, under certain limited circumstances, benefits for otherwise covered
services and supplies may be provided in connection with cosmetic, reconstructive,
or plastic sutgery as follows:

(1) Correction of -. )ngenital anomaly; or

(2) Restoration of body form following an accidental injury; or

(3) Revision of disfiguring and extensive scars resulting from
neoplastic surgery

(4) Reconstructive breast surgery following a medically necessary
mastectomy performed for the treatment of carcinoma, severe fihrocystic disease,
other nonmalignant tumors or traumatic injuries.

(5) Penile implants and testicular prostheses for conditions
resulting from organic origins (i.e., trauma, radical surgery, disease process. for
correction of congenitai anomaly, etc.). Also penile implants for organic
impotency.

NOTE: Organic impotence is defined as that which can be reasonably
expected to occur following certain diseases, surgical
procedures, trauma, injury, or congenital malformation.
Impotence does not become organic because of psychological or
psychiatric reasons.

(6) Generally, benefits are limited to those cosmetic,
reconstructive, or plastic surgery procedures performed no later than December 31 of
the year following the year in which the related accidental injury or surgical
trauma occurred, except for authorized postmastectomy breast reconstruction for
which there is no time limitation between mastectomy and reconstruction.
Also, special consideration for exception will be given to cases involving children
who may require a growth period.

b. General exclusions

(1) For the purposes of CHAMPUS, dental congenital anomalies such as
absent tooth buds or malocclusion specifically are excluded. Also excluded are any
procedures related to transsexualism or such other conditions as gender dysphoria
except as provided in subsection E.7., above.

(2) Cosmetic, reconstructive, or plastic surgery procedures performod
primarily for psychological reasons or as a result of the aging process alqo are
excluded.

(3) Procedures perforni-d for ele-t ive corLe( t ion of minor
dermatological blemishes and marks- ot minor anatomical anomali-q al-,z ar- ý,x, 1lid-'.
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(4) In addition, whether or not it would otherwise qualify for
benefits under paragraph E.8.a., above, the breast augmentation manmmoplasty is
specifically excluded.

c. Noncovered surgery, all related services and sup~llies excluded.
When it is determined that a cosmetic, reconstructive, or plastic surgery procedure
does not qualify for CHAMPUS benefits, all related services and supplies are
excluded, including any institutional costs.
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d. Examples of noncovered cosmetic, reconstructive, or Vlastic surgery
p procedures. The following is a partial list of cosmetic, reconstructive, or plastic
surgery procedures that do not qualify for benefits under CHAMPUS. This list is for
example purposes only and is nct to b, construed as being all-inclusive.

(1) Any procedure performed for personal reasons to improve the
appearance of an obvious feature or part of the body that would be considered by an
average observer to be normal and acceptable for the patient's age or ethnic or
racial background.

(2) Cosmetic, reconstrtictive, or plastic surgical procedures that are
justified primarily on the basis oý a psychological or psychiatric need.

(3) Augmentation mammoplasties, except for those performed as a part
of postmastectomy breast reconstruction as specifically authorized in subparagraph
E.8.a.(4) of this chapter.

(4) Face lifts and other procedures related to the aging process.

(5) Reduction mammoplastips (unless there is medical documentation of
intractable pain, not amenable to other forms of treatment, resulting from large,
pendulous breasts).

(6) Panniculectomy; body sculpture procedures.

(7) Repair of sagging eyelids (without demonstrated and medically
documented significant impairment of vision).

(8) Rhinoplasties (wit-hout evidence of accidental injury occurring
within the previous 6 months that resulted in significant obstruction of breathing).

(9) Chemical peeling for facial wrinkles.

(10) Dermabrasion of the 'ace.

(11) Elective correction of minor dermatological blemishes and marks
or minor anatomical anomalies.

(12) Revision of scars resulting from surgery or a disease process,
except disfiguring and extensive scars resulting from neoplastic surgery.

(13) Removal of tattoos.

(14) Hair transplants.

(15) Electrolysis.

(16) Any procedures I ;3t Pd tO t ranc'spxualisni or -to, h o'thei be ndit ion,
as gender dysphoria except as prvi'Ivd in subseCtion E.7. rf this chapter.
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(17 Penile implant procedure for psychological impotency,
transsexualism or such other conditions as gender dysphoria.

(18) Insertion of prosthetic testicles for transsexualism or such
other conditions as gender dysphoria.

9. Complications (unfortunate sequelae) resulting from noncovered initial
surgery or treatment. Benefits are available for otherwise covered services and
supplies required in the treatment of complications resulting from a noncovered
incident of treatment (such as nonadjunctive dental care, transsexual surgery, and
cosmetic surgery) but only if the later complication represents a separate medical
condition such as a systemic infection, cardiac arrest, and acute drug reaction.
Benefits may not be extended for any later care or procedures related to the
complication that essentially is similar to the initial noncovered care. Examples
of complications similar to the initial episode of care (and thus not covered) would
be repair of facial scarring re.alting from dermabrasion for acne or repair of a
prolapsed vagina in a biological male who had undergone transsexual surgery.

10. Dental. CHAMPUS does not include a dental benefit. Under very limited
circumstances, benefits are available for dental services and supplies when the
dental servires are adjunct- e to otherwise covered medical treatment.

a. Adiunctive dental care, _limited. Adjunctive dental care is limited to
those services and supplies provided under the following conditions:

(1) Dental care which is medicallý necessary in the treatment of an
otherwise covered medical (not dental) condition, is an integral part of the
treatment of such medical condition and is essential to the control of the primary
medical condition. The following is a list of conditions for which CHAMPITS benefits
are payable under this provision:

(a) Intraoral abscesses which extend beyond the dental alveolus.

(b) Extraoral abscesses.

(c) Ceilulitis and osteitis which is clearly exacerbating and
directly affecting a medical condition currently under treatment.

(d) Removal of teeth and tooth fragments in order to treat and
repair facial trauma resulting from an acciL!ental injury.

(e) Myofacial Pain Dysfunttion Syndrome.

(f) Total or complete ankyloglossia.

(g) Adjunctive dental and orthodontIc qupport for , a'tt palat-.

(h) The prosthot 1 teilarrinpnt (it Pith-,t th- max.] !1 .,1 th,
mandible due to the redur :tion of ),h 1v t i,'-ýtloq ' o iat d v, i h t aa'ifn ;' lIt'.

(e.g., i.mpact, gun shot wound), in aOdit ion to rot-rvi(e- related t(, t -oat itu:

neoplasms or iatrogenic dental t-rauma.
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NOTE: The test of whether dental. trauma is covered is whether
the trauma is solely dental trauma. Dental trauma, in
order to be covered, must be related to, and an integral
part of medical trauma; or a result of medically necessary
treatment of an injury or disease.

(2) Dental care required in preparation for medical treatment of a
disease or disorder or required as the result of dental trauma caused by the
medically necessary treatment of an injury or disease (iatrogenic).

(a) Necessary dental care including prophylaxis and extractions
when performed in preparation for or as a result of in-line radiation therapy for
oral or facial cancer.

(b) Treatment of gingival hyperplasia, with or without
periodontal disease, as a direct result of prolonged therapy with Dilantin
(diphenylhydantoin) or related compounds.

(c) Dental care is limited to the abcve and similar conditions
specifically prescribed by the Director, OCHAMPUS, as meeting the requirements for
coverage under the provisions of this section.

b. General exclusions.

(i) Dental care which is routine, preventative, restorative,
proqthodontic, periodontic or emergency does not qualify as adjunctive dental care
for the, purposes of CHAMPUS except when performed in preparation for or as a result
of dental trauma caused by medically necessary treatment of an injury or disease.

(2) The adding or modifying of bridgework and dentures.

(3) Orthodontia, except when directly related to and an integral part
of the medical or surgical correction of a cleft palate or when required in
preparation for, or as a result of, trauma to the teeth and supporting structures
caused by medically necessary treatment of an injury or disease.

c. Preauthorization required. In order to be covered, adjunctive dental
(.ire requires preauthorization from the Director, OCHAMPUS. or a designee, in
accordance with subsection A.11. of this chapter. When adjunct ive dental care
involves a medical (not dental) emergency (such as facial injuries resulting from an
ac ident), the requirement for preauthorization is waived. Such waiver, howevet, is
limited to the essential adjunctive dental care related t.o the medical condition
requiring the immediate emergency treatment. A complete explanation, with
supporting medical documentation, must be submitted with claims for emergencv
adjunctive dental care.

d. Covered oral surger . Notwithstandiing the allouo I imit at ini,, on d, nl.l
care. there are certain oral surgiu al pi ,cedures that a3Lt rtcrrn.md I"v It .
physicians and dentists, and that ai- Pssentiallv med(al a-ith 1 thic 1".Tit:I ;-A '.
For the purposes of CHAMPUS, the folnlwing pL(,r:eduret, wh,- h-hwr - i i ,'II a
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physician or dentist, are considered to be in this category and benefits may be
extended for otherwise covered services and supplies without preauthorization:

(1) Excision of tumors and cysts of the jaws, cheeks, lips, tongue,
and roof and floor of the mouth, when such conditions require a pathological
(histological) examination.

(2) Surgical procedures required to correct accidental injuries of
the jaws, cheeks, lips, tongue, and roof and floor of the mouth.

(3) Treatment of oral or facial cancer.

(4) Treatment of fractures of facial bones.

(5) External (extra-oral) incision and drainage of cellulitis.

(6) Surgery of accessory sinuses, salivary glands, or ducts.

(7) Reduction of dislocations and the excision of the
temporomandibular joints, when surgery is a necessary part of the reduction.

(8) Any oral surgical procedure that falls within the cosmetic,
reconstructive, or plastic surgery definition is suhject to the limitations and
requirements set forth in subsection E.8. of this chapter.

NOTE: Extraction of unerupted or partially erupted, malposed
or impacted teeth, with or without the attached follicular
or development tissues, is not a covered oral surgery
procedure except when the care is indicated in preparation
for medical treatment of a disease or disorder or required
as a result of dental trauma caused by the necessary
medical treatment of an injury or illness. Surgical
ptepatation of the mouth for dentures is not (:overed by
CHAMPUS.

e. Inpatient hospital stay in connection with nonadjiunc tive, noncovered
dentalcare. Institutional ben-fits specified in section B. of this chaptet may be
extended for inpatient hospital stays related to noncovered, nonadjunct iye dental
care when such inpatient stay is medically necessary to safeguard the life of the
patient from the effects of dentistry because of the existence of a spec:ific and
serious nondental organic impairment currently under active treatment. (Hemophilia
is an example of a condition that could bp considered a serious nondental
impairment.) Preauthorization by the Director, OCHAMPUS, or a designee, is required
for such inpatient stays to be covered in the same manner as required for adjunctive
dental care described in paragraph E.19O.. of this chapter. Regardless of whether
or not
the preauthorization request for th- h,,pira] admin'•ionr iq appin y-•l an• tdis
qualifies for institutional benefiti . ihP j 4,, zi•nal or-' i o 1&a'.d t, th'
nonadjunctive dental care is npt
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11. PLugabuse. Under the Basic Program, benefits may be extended for
medically necessary prescription drugs required in the treatment of an illness or
injury or in connection with maternity care (refer to section D. of this chapter).
However, CHAMPUS benefits cannot be atthorized to support or maintain an existing or
potential drug abuse situation, whether or not the drugs (under other circumstances)
are eligible for benefit consideration and whether or not obtained by legal means.

a. Limitations on who can prescribe drugs. CHAMPUS benefits are not
available for any drugs prescribed by a membler of the beneficiary's family or by a
nonfamily member residing in the same household with the beneficiary or sponsor.

b. Drugmaintenance programs excluded. Drug maintenance programs when
one addictive drug is substituted for another on a maintenance basis (such as
methadone substituted for heroin) are not covered. This exclusion applies even in
areas outside the United States where addictive drugs are dispensed legally by
physicians on a maintenance dosage level.

c. Kinds of prescription drtig5_that are monitored carefullI'y CHAMPUS
for possible abuse situations.

(1) Narcotics. Examples are Morphine and Demerol.
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(2) Nonnarcotic analgesics. Examples are Talwin and Darvon.

(3) Tranquilizers. Examples are Valium, Librium, and
Meprobamate.

(4) Barbiturates. Examples are Seconal and Nembutal.

(5) Nonbarbiturate hypnotics. Examples are Doriden and
Chloral Hydrate.

(6) Stimulants. Examples are amphetamines.

d. CH AMPUS fiscal intermediaryresponsilbi__lities. CHAMPUS fiscal

intermediaries are responsible for implementing utilization control and quality
assurance procedures designed to identify possible drug abuse situations. The
CHAMPUS fiscal intermediary is directed to screen all drug claims for potential
overutilization and irrational prescribing of drugs, and to subject any such cases
to extensive review to establish the necessity for the drugs and their
appropriateness on the basis of diagnosis or definitive symptoms.

(I) When a possible drug abuse situation is identified, all claims
for drugs for that specific beneficiary or provider will be suspended pending the
results of a review.

(2) If the review determines that a drug abuse situation does in fact
exist, all drug claims held in suspense will le denied.

(3) If the record indi,?ates previously paid drug benefits, the prior
claims for that. beneficiary or provider will be reopened and the circumstances
involved reviewed to determine whether or not drug abuse also existed at the time
the earlier claims were adjudicated. If drug abuse is later ascertained, benefit
payments made previously will be considered to have been extended in error and the
amounts so paid recouped.

(4) Inpatient stays primarily for the purpose of obtaining drugs and
any other services and supplies related to drug abuse also are excluded.

e. Unethical or ille_gal provider practicesrelated to drugs. Any such
investigation into a possible drug abuse that uncojers unethical or illegal drug
dispensing practices on the part of an institution, a pharmacy, or physician will be
referred to the professional or investigative agency having jurisdiction. CHAMPUS
fiscal intermediaries are directed to withhold payment of all CHAMPUS claims for
services and supplies rendered by a provider under active investigation for possible
unethical or illegal drug dispensing activities.

f. Detoxification. The above mooit oring and contit-l of dtUg abuse
situations shall in no way be constrlwd ti) d-ny othpcwj>i ivn-,l r,• icat Icvii eq
and suppliec; related to driipz dht',,xit , atiri ( inuding '. n ahri tl infant')
when medical sup-rvision i7 requit.-d.
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12. Custodial care. The statute under which CHAMPUS operates specifically
excludes custodial care. Many beneficiaries and sponsors misunderstand what is
meant by custodial care, assuming that because custodial care is not covered, it
implies the custodial care is not !iecf'ssary. This is not the case; it only means
the care being provided is not a type of care for which CHAIPUS benefits can be
extended.

a. Kinds of conditions that can result in custodial care. There is no
absolute rule that can be applied. With most conditions, there is a period of
active treatment before custodial care, some much more prolonged than others.
Examples of potential custodial care cases may be a spinal cord injury resulting in
extensive paralysis, a severe cerebral vascular accident, multiple sclerosis in its
latter stages, or presenile and senile dementia. These conditions do not. result
necessarily in custodial care but are indicative of the types of conditions that
sometimes do. It is not the condition itself that is controlling, but whether the
care being rendered falls within the definition of custodial care (refer to Chapter
2 of this Regulation for the definition of "custodial care").

b. Benefits available in connection with a custodial care case.
CHAMPUS benefits are not available for services related to a custodial care case,
with the following specific exceptions:

(1) Prescription dru&s and medicines, medical supplies_and durable
medical equi ant. Benefits are payable for otherwise covered prescription drugs
and medicines, medical supplies and durable medical equipment.

(2) Nursing services, limited. Recognizing that even though the care
being received is determined primarily to be custodial, an occasional specific
skilled nursing service may be required. When it is determined such skilled nursing
services are needed, benefits may be extended for 1 hour of nursing care per day.

(3) Ph-ysician services, limited. Recognizing that even though the
care being received is determined primarily to be custodial, occasional physician
monitoring may be required to maintain the patient's condition. When it is
determined that a patient is receiving custodial care, benefits may be extended for
up to twelve physician visits per calendar year for the custodial condition (not to
exceed one per month).

NOTE: CHAMPUS benefits may he extended for additional physician visits
related to the troatment of a condition other than the condition
for which the patient is receiving custodial care (an example is
a broken leg as a result ot a tall).

(4) Payment. for presc-ipticn drugý, medical sU11Flie-, d ralle med_.ic al
equipment and_limited skilled nurtsing arid phy~sician servic-es does nct affect
custodial care determination. The fa(t that. CHAHPUS extends benefit, fot
prescription drugq. medical '.;uppli-. hiuail- medi. al Pjuil'mont and 1 iITi' 'i .. i 1i d

nursing and physician secr'i,- in I .I a!f1t1 th(- ,ictial a' ' int i• i i it

the case otherwis,, talls it h.in t , - ,, in t it ý,n 4f t iaola 3,
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c. Exception to custodial care exclusion, admission to a hospital.
CHAMPUS benefits may be extended for otherwise covered services or supplies directly
related to a medically necessary admission to an acute care general or special
hospital (as defined in paragraph B.4 a., Chapter 6, of this Regulation), if the
care is at the appropriate level and meets other requirements of this Regulation.

d. Reasonable care for which benefits were authorized or reimbursed
before June 1, 1977. It is recognized that care for which benefits were authorized
or reimbursed before the irnplementaricrn date of the Regulation may be excluded under
the custodial care limitations set forth in this Regulation. Therefore, an
exception to the custodial care limitations set forth in this Regulation exists
whereby reasonable care for which benefits authorized or reimbursad under the Basic
Program before June 1, 1977, shall corntinue to be authorized even though the care
would be excluded as a benefit under the custodial care limitations of the
Regulation. Continuation of CHAMPUS benefits in such cases is limited as follows:

(1) Initial authorization or reimbursement before June 1, 1977.
The initial CHAMPUS authorization or reimbursement for the care occurred before June
1, 1977; and.

(2) Continued care. The care has been continuous since the initial
CHAMPUS authorization or reimbursement: and,

(3) Reasonable care. The care is reasonable. CHAMPUS benefits shall
be continued for reasonable care up to the same level of benefits and for the same
period of eligibility authorized or reimbursed before June 1, 1977. Care thait 1i

excessiv- )r otherwise unreasonable will be reduced or eliminated from the continued
care auth-sized under this exception.

13. Domiciliary care. The statute under which CHAMPUS operates also
spe:ifically excludes domiciliary care (refer to Chapter 2 of this Regulation for
the definition of "Domiciliary Care").

a. Examples of_domiciliary care situations. The following are examples
of domiciliary care for which CHAMPUS benefits are not payable.

(1) Home care is not available. Institutionalization primarily
because parents work, or extension of a hospital stay beyond what is medically
necessary because the patient lives alone, are examples of domiciliary care provided
because there is no other family member or other person available in the home.

(2) Home care is not suitable. Inctitutionalization of a child
because d paieii. (,• pancritc) is an alcoholic who is not responsible enough to care
for the child, or because someone in the home has a contagious disease, are examples
of domiciliary care being provided because the home setting is unsuitable.

(3) Family unwilling to .c-arpt ora perso3n in_ the_home. A child who
is diffic:ult to manage may be j'lav(', i n an insfitution, not bpeause institutional
care is medically necessary, bIut beau•e the family does not want to hand1p him or
her in the home. Such instituwi.nafkuion wuld represent domi iliatv (arp, that
is, the family being unwilling to, as5ume te';pn-,n hilitv f•r the ohili.
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b. Benefits available in connection with a domiciliary care case. Should
the beneficiary receive otherwise covered medical services or supplies while also
being in a domiciliary care situation, CHAMPUS benefits are payable for those
medical services Ur supplies, or both in the same manner as though the beneficiary
resided in his or her own home. Such benefits would be cost-shared as though
rendered to an outpatient.

c. General exclusion. Domiciliary care is institutionalization
essentially to provide a substitute home--not because it is medicatly necessary for
the beneficiary to be in the institution (although there may be conditions present
that have contributed to the fact that domiciliary care is being rendered). CHAMPUS
benefits are not payable for any costs or charges related to the provision of
domiciliary care. While a substitute home or assistance may be necessary for the
beneficiary, domiciliary care does not represent the kind of care for which CHAMPUS
benefits can be provided.

It. CT sTc a nning

a. Approved CT scan s ervices. BRnefits may be extended for medically
necessary CT scans of the head or other anatomical regions of the body when all of
the following conditions are met:

(1) The patient is referred for the diagnostic procedure by a
physician.

(2) The CT scan procedure is consistent with the preliminary
diagnosis or symptoms.

(3) Other noninvasive 3nd less costly means of diagnosis have been

attempted or are not appropriate.

(4) The CT scan equipment is licensed or registered by the
appropriate state agency responsible for licensing or registering medical equipment
that emits ionizing radiation.

(5) The CT scan equipment is operated under the general supervision
and direction of a physician.

(6) The results of the CT scan diagnostic procedure are interpreted
by a physician.

b. Review guidelines and c riteria. The Director, OCHAMPUS, cr a
designee, will issue specific guidelines and criteria for CHAMPUS coverage of
medically necessary head and body part CT scans.

15. Morbiid obesity. The CHAHPTUS morbid (b+-zity b1nptit is limitýt, th-
gastric bypass, gastric stapling, ()I c•3strop,la~tv method.

a. Cond it ion s for ov•1ir- . P1'm ?1 m.qv be ý,f-T)nie, f,: h, ca1ri
bypass, gastric staplin . ,-ga1t 1c ;.t .-I v mIII h,* ! A l.'' wI1 het to. V, tT-' t- .n :I 0c

conditions is met;



(1) The patient is 100 pounds over the ideal weight for height and
bone structure and has an associated severe medical condition. These associated
medical conditions are diabetes mellitus, hypertension, cholecystitis, narcolepsy,
pickwickian syndrome (and other sever,, respiratory diseases), hypothalmic disorders,
and severe arthritis of the weigni -bearing joints.

(2) The patient is 200 percent or more of the ideal weight for height
and bone structure. An associated medical condition is not required for this
category.

(3) The patient has had an intestinal bypass or other surgery for
obesity and, because of complications, requires a second surgery (a takedown). The
surgeon in many cases, will do a gastric bypass, gastric stapling, or gastroplasty
to help the patient avoid regaining the weight that was lost. In this situation.
payment is authorized even though the patient's condition technically may not meet
the definition of morbid obesity because of the weight that was already lost
following the initial surgery.

b. Exclusions

(1) CHAMPUS payment may not be made for nonsurgical treatment of
obesity or morbid obesity, for dietary control, or weight reduction.

(2) CHAMPUS payment may not be made for surgical procedures other
than the gastric bypass, gastric stapling, or gastroplasty, even if morbid obesity
is present.

16. Maternity care.

a. Benefit. The CHAMPUS Basic Program may share the cost of medically
necessary services and supplies associated with maternity care which are not
otherwise excluded by this Regulation. However, failure by a beneficiary to secure
a required Nonavailability Statement (NAS) (DD Form 1251) as set forth in subsection
A. 9. of this Chapter will waive that beneficiary's right to CHAMPUS cost-share of
certain maternity care services and supplies.

b. Cost-sha-re. Subject to applicable NAS requirements, materni-y care
cost-share shall be determined as follows:

(1) Inpatient cost-share formula applies to maternity care ending in
childbirth in, or on the way to, a hospital inpatient childbirth unit, and for
maternity care ending in a non-birth outcome not otherwise excluded by this
Regulation.

(2) Ambulatory surgery cost-share formula applies to maternity care
ending in childbirth in, or on the way to, a birthing center to which the
beneficiary is admitted and from which the beneficiary has roepivpd prenatal warp,
or a hospital-based outpati-nt bitthing room.

(3) Outpatient cost-share formula applies to maternity; care "7-hi, h
terminates in a planned childbilth at home.

(4) Othcr: -overed medical services and supplies direc:tlv related
to "Complications of Pregnancy, " as defined in Chapter 2 will be cost-shared
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on the same basis as the related maternity care for a period not to exceed 42 days
following termination of the pregnancy and thereafter cost-shared on the basis of
the inpatient or outpatient status of the beneficiary when medically necessary
services and supplies are received.

17. Biofeedback Therapy. Biofeedback therapy is a technique by which a person
is taught to exercise control over a physiologic process occurring within the
body. By using modern biomedical instruments the patient learns how a specific
physiologic system within his body operates and how to modify the performance of
this particular system.

a. Benefits pyovided. CHAMPUS benefits are payable for services and
supplies in connection with electrothermal, electromyograph and electrodermal
biofeedback therapy when there is documentation that the patient has undergone an
appropriate medical evaluation, that their present condition is not responding to or
no longer responds to other forms of ccnventional treatment, and only when provided
as treatment for the following conditions:

(1) Adjunctive treatment for Raynaud's Syndrome.

(2) Adjunctive treatment for muscle re-education of specific muscie
groups or for treating pathological muscle abnormalities of spasticity, or
incapacitating muscle spasm or weakness.

b. Limitations. Payable benefits include initial intake evaluation.
Treatment following the initial intake evaluation is limited to a maximum of 20
inpatient and outpatient biofeedback treatments per calendar year.

c. Exclusions. Benefits are excluded for biofeedback therapy for the
treatment of ordinary muscle tension states or for psychosomatic conditions.
Benefits are also excluded for the rental or purchase of biofeedback equipment.

d. Provider r2quirements. A provider of biofeedback therapy must be a
CHAMPUS-authorized provider. (Refer to CHAPTER 6, "Authorized Providers.") If
biofeedback treatment is provided by other than a physician, the patient must be
referred by a physician.

e. Implementation Guidelines. The Director, OCHAMPUS, shall issue
guidelines as are necessary to implement the provisions of this paragraph.

8. Cardiac Rehabilitation. Cardiac rehabilitation is the process by which
individuals are restored to their optimal physical, medical and psychological
status, after a cardiac event. Cardiac rehabilitation is often divided into three
phases. Phase I begins during inpatient hospitalization and is managed by the
patient's personal physician. Phase II is a medically supervised outpatient program
which begins following discharge. Phase III is a lifetime maintenance program
emphasizing continuation of physical fitness with periodic followup. Each phase
includes an exercise component, patient education, and risk factor modification.
There may be considerable variation in program components, intensity and duration.
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a. Benefits Provided. CHIAMPUS benefits are available on an inpatient or
outpatient basis for services and supplies provided in connection with a cardiac
rehabilitation program when ordered b1- a physician and provided as treatment for
patients who have experienced the following cardiac events within the preceding
twelve (12) months:

(1) Myocardial Infarction.

(2) Coronary Artery Bypass Graft.

(3) Coronary Angioplasty.

(4) Percutaneous Transluminal Coronary Angioplasty.

(5) Chronic Stable Angina (see limitations below).

b. Limitations. Payable benefits include separate allowance for the
initial evaluation and testing. Outpatient treatment following the initial intake
evaluation and testing is limited to a maximum of thirty-six (36) sessions per
cardiac event, usually provided 3 sessions per week for twelve weeks. Patient's
diagnosed with chronic stable angina are limited to one treatment episode (36
sessions) in a calendar year.

c. Exclusions. Phase III cardiac rehabilitation lifptime maintenance
progtamns performed at home or in medically unsupervised settings are not covered.

d. Provid ers. A provider of cardiac rehabilitation services must be a
CHAMPUS authorized hospital. (Refer to Chapter 6, "Authorized Providers.") All
cardiac rehabilitation services must be ordered by a physician.

e. Payment. Payment for outpatient treatment will be based on an all
inclusive allowable charge per session. Inpatient treatment will be paid based upon
the reimbursement system in place for the hospital where the services are tendered.

f. Implementation Guidelines: The Director of OCHAMPUS shall issue
guidelines as are necessary to implement the provisions of this paragraph.

F. BENEFICIARY OR SPONSOR LIABILITY

1. General. As stated in the introductory paragraph to this chapter, the
Basic Program is essentially a supplemental program to the Uniformed Services direct
medical care system. To encourage use of the Uniformed Services direct medical care
system wherever its facilities are available and appropriate, the Basic Program
benefits are designed so that it is to the financial advantage of a CHAMPUS
beneficiary or sponsor to use the direct medical care system. When medical care is
received from civilian sources, a C9-AIPUS beneficiarv js ris forn'ibl.•' o,' iavmnt of
certain deductible and cost-sharing amount, in connection with ,othervise ,,Ptrd
services and supplies. By statute, this joint financial responsibility .'tweo'n the
beneficiary or sponsor and CHAMPUS is more favorable for dependents of a. tire JuLr.v
members than for other classes of beneficiaries.
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2. Dependents of active duty members of the Uniformed Services. CHAMPUS
beneficiary or sponsor liability set forth for dependents of active duty members is
as follows:

a. Annual fiscal year deductible for outpatient services or supplies. A
CHAMPUS beneficiary or sponsor is responsible for the payment of the first $50 of
the CHAMPUS-determined allowable costs or charges for otherwise covered outpatient
services or supplies provided in any one fiscal year. However, when such outpatient
services are provided to more than one beneficiary member
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of a family during the same fiscal year, the aggregate outpatient deductible amount
paid by any two or more beneficiary members of the family who submit claims may not
exceed $100 during any fiscal year.

(1) In any one fiscal year if only one beneficiary member of a family
files a claim (regardless of the number of beneficiary members actually in the
family), that beneficiary member is required only to satisfy a $50 annual fiscal
ynar deductible for outpatient services or supplies as described in paragraph
F.2.a., above.

(2) In any one fiscal year if two or more beneficiary members of a
family file claims, the total amount of which is less than $100 but none of the
beneficiary members submit a claim for over $50 dollars, no CHAMPUS benefits are
payable for otherwise covered outpatient services or supplies provideC such
beneficiary members during that particular fiscal year.

(3) For any family the outpatient deductible amounts will be applied
sequentially as the CHAMPUS claims are submitted.

(4) If the fiscal year outpatient deductible has been met by a
beneficiary ($50) or a family ($100 aggregate) through the submission of a claim or
claims to a CHAMPUS fiscal intermediary in another geographic location from the
location where a current claim is being submitted, the beneficiary or sponsor must
obtain a deductible certificate from the CHAMPUS fiscal intermediary where the
applicable beneficiary or family fiscal year deductible was met. Such deductible
cprtiFi'ate must be attached to the current claim being submitted for benefits.
Failure to obtain a deductible certificate under such circumstances will result in a
second beneficiary or family fiscal year deductible being applied. However, this
second deductible may be reimbursed once appropriate documentation, as described in
this subparagraph F.2.a.(4), is supplied to the CHAMPUS fiscal intermediary applying
the second deductible (refer to section A. of Chapter 7 of this Regulation).

h. Inpatient_ cost-sharing. Dependents of active duty members of the
Uniformed Services or their sponsors are responsible for the payment of the first
$25 of the allowable institutional costs incurred with each covered inpatient
admission to a hospital or other authorized institutional provider (refer to Chapter
6 of this Regulation), or the amount the beneficiary or sponsor would have been
charged had the inpatient care been provided in a Uniformed Service hospital,
whichever is greater.

NOTE: The Secretary of Defense (after consulting with the
Secretary of Health and Human Services and the Secre-
tary of Transportation) prescribes the fair charges
for inpatient hospi" l care provided through Uniformed
Services medical facilities. This determination is
made each fiscal year.

(1) Inpatient__cost - -!•Aring layalt .i7th Yoah Qiar.at- inpatient
admission A separate (Ost-sharing amount (as deqvribed in thiq Kho-tion F.2. ) is
payable for each inpatient admission tW a hspital or other authotiz-•, in-t rution.
regardless of the purpose of the admission (such as medical or surgical), regardless
of the number of times the beneficiary is admitted,
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and regardless of whether or not the inpatient admissions are for the same or
related conditions; except that successive inpatient admissions shall be deemed one
inpatient confinement for the purpose of computing the inpatient cost-share payable.
provided not more than 60 days have e'.apsed between the successive admissions.
However, notwithstanding this provision, all admissions related to a single
maternity episode shall be considered one confinement, regardless of the number of
days between admissions (refer to section B. of this chapter).

(2) Multiple family inpatient admissions. A separate cost-sharing
amount is payable for each inpatient admission, regardless of whether or not two or
more beneficiary members of a family are admitted at the same time or from the same
cause (such as an accident). A separate beneficiary inpatient cost-sharing amount
must be applied for each separate admission on each beneficiary member of the
family.

(3) Newborn _at ient in his or her own ri ht. When a newborn infant
remains as an inpatient in his or her own right (usually after the mother is
discharged), the newborn child becomes the beneficiary and patient and the extended
inpatielnt stay becomes a separate inpatient admission. In such a situation, a new,
separate inpatient cost-sharing amount is applied. If a multiple birth is involved
(such as twins or triplets) and two or more newborn infants become patients in their
own right, a separate inpatient cost-sharing amount must be applied to the inpatient
stay for each newborn child who has remained as an inpatient in his or her own
r ight.

c. Outpatient cost-sharing. Dependents of active duty membiers of thi
Uniformed Services or their sponsors are responsible for payment of 20 percent of
the CHAMPUS-determined allowable cost or charge beyond the annual fiscal year
deductible amount (as described in paragraph F.2.a. of this chapter) for otherwise
covered services or supplies provided on an outpatient basis by authorized
providers.

d. Ambulatory surgery. Notwithstanding the above provisions pertaining
to outpatient cost-sharing, dependents of active duty members of the Uniformed
Services or their sponsors are respons.ble for payment of $25 for surgical care that
is authorized and received while in an outpatient status and that has been
designated in guidelines issued by the Director, OCHAMPUS, or a designee.

3. Retirees, _dependents of retirees, dep/endPnts of deceased act ive duty
members, and dependents of deceased retirees. CHAMPUS beneficiary liability set
forth for retirees, dependents of retirees, dependents of deceased active duty
members, and dependents of deceased tet.irees is as follows:

a. Annual fiscal year deductible for outpatient sprvies•or s1ippliec.
Th- annual fiscal year deductible for otherwise covered outpatient. sPtvices (it
supplies provided retirees, dependont• of retirees, dependents of d(e aspd active
duty members. and dependents of dpc•a'.,-d retiree!s iq ident i, l to, th11 auntiaal tisca
year outpatient. dedu tible aplili, al,! to dpplndentz ,,f a, t'i- ,it,', mi rnl,-'' t ,
paragraph F.2.a. of thi. (hapter).
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b. Inpatient cost-sharing. Cost-sharing amcunts for inpatient services
shall be as follows:

(1) Services subject to the CHAMPUS DRG-basedjpayment system. The
cost-share shall be the lesser of an amount calculated by multiplying a per diem
amount for each day of the hospital stay except the day of discharge or 25 per:ent
of the hospital's billed charges. The per diem amount shall be calculated so that
total cost-sharing amounts for these beneficiaries is equivalent to 25 percent of
the CHAMPUS- determined allowable costs for covered services or supplies provided on
an inpatient basis by authorized providers. The per diem amount shall be published
annually by CHAMPUS.

(2) Services subject to the mental health per diem paymentsystem.
The cost-share is dependent upon whether the hospital is paid a hospital-specific
per diem or a regional per diem under the provisions of subsection A.2. of Chapter
14. With respect to care paid for on the basis of a hospital-specific per diem, the
cost-share shall be 25% of the hospital-specific per diem amount. For care paid for
on the basis of a regional per diem. the cost share shall be the lower of a fixed
daily amount or 25% of the hospital's billed charges. The fixed daily amount shall
be 25Z of the per diem adjusted so that total beneficiary cost-shares will equal 25
percent of total payments under the mental health per diem payment system. This
fixed daily amount shall be updated annually and published in the Federal Register
along with the per diems published pursuant to subparagraph A.2.d.'2) of Chapter 14.

(3) Other services. For services exempt from the CHAMPUS DRG-based
payment system and the CHANPUS ,,ntal health per diem payment system and services
provided by institutions other than hospitals, the cost-share shall be 252 of the
CHAMPUS-determined allowable charges.

c. Outpatient cost-shar.rg. Retirees, dependents of retirees, dependents
of deceased active duty members, and dependents of deceased retirees are responsible
for payment of 25 percent of the CHAMPUS-determined allowable costs or charges
beyond the annual fiscal year deductible amount (as described in paragraph F.2.a. of
this chapter) for otherwise covered services or supplies provided on an outpatient
basis by authorized ptoviders.

4. Formerspouses. CHAMPUS beneficiary liability set forth for former spouses
eligible under the provisions of paragraph B.2.b. of Chapter 3 is as follows:

a. Annual fiscal year deductible for outpatient services or supplips. An
eligible former spouse is responsible for the payment of the first $50 of the
CHAMPUS-determined reasonable costs or charges for otherwise covered outpatient
services or supplies provided in any one fiscal year. The former spouse cannot
contribute to, nor benefit from, any family deductible of the member or former
member to whom the former spouse was married or ef any CHAMPUS-eligible children.

b. Inpatient cost-sharing. Eligible former spouses arp rosponqihie for
the payment of cost-sharing amounts th.a same as these required fo,
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retirees, dependents of rptirees, dependents of deceased active duty members, and
dependents of deceased retirees.

c. Ouqtatient cost-shaaring Eligible former spouses are responsible for
payment of 25 percent of the CHAMPUS-determined reasonable costs or charges beyond
the annual fiscal year deductible amount for otherwise covered services or supplies
provided on an outpatient basis by authorized providers.

5. Cost-Sharing under the Military-Civilian Health Services Partnership
Program. Cost-sharing is dependent upon the type of partnership program entered
into, whether external or internal. (See section P. of Chapter 1. for general
requirements of the Military-Civilian Health Services Partnership Program.)

a. External PartnershipAgree ment. Authorized costs associated with the
use of the civilian facility will be financed through CHAMPUS under the normal
cost-sharing and reimbursement procedures applicable under CHAMPUS.

b. Internal Partnership Agreement. Beneficiary cost-share under internal
agreements will be the same as charges prescribed for care in military treatment
facilities.

6. Amounts over CHAMPUS-determined allowable costs or charges. It is the
responsibility of the CHAMPUS fiscal intermediary to determine allowable costs for
services and supplies provided by hospitals and other institutions and allowable
charges for services and supplies provided by physicians, other individual
protepsional providers, and other providers. Such CHAMPUS-determined allowable
costs or charges are made in accordance with the provisions of Chapter 14. All
CHAMPUS benefits, including calculation of the CHAMPUS or beneficiary cost-sharing
amounts, are based on such CHAMPUS-determined allowable costs or charges. The
effect on the beneficiary when the billed cost or charge is over the
CHAMPUS-determined allowable amount is dependent upon whether or not the applicable
claim was submitted on a participating basis on behalf of the beneficiary or
submitted directly by the beneficiary on a nonparticipating basis and on whether the
claim is for inpatient hospital services subject to the CHAMPUS DRG-based payment
system. This provision applies to all classes of CHAMPUS beneficiaries.

NOTE: When the provider "forgives" or "waives" any beneficiary

liability, such as amounts applicable to the annual fiscal year
deductible for outpatient services or supplies, or the inpatient
or outpatient cost-sharing as previously set forth in this
section, the CHAMPUS-determined allowable charge or cost
allowance (whether payable to the CHAMPUS beneficiary or sponsor.
or to a participating provider) shall be reduced by the same
amount.

a. Part icipating__ provider. Under CHAMPUS, authr'rized professional
providers and institutional pr,viid•r,• other than hospitals have the option of
participat ing on a ,laim-hvy- laim 1,a i '•. Part icipation iq reqi ired for injatfint
claims only for hospitals which ai( H--lzicare-participating providrt'. Ho,'pitalhi
which are not Nedir are-participating:, 1,it which are subjpe.t Io the CHAMPUS tFW,-)'asod
payment sy.;tem in subsection A. I. (,f Chapter 14 must sign agreements to part 0 i•part
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on all CHAMPUS inpatient claims in order to be authorized providers under CHAMPUS.
All other hospitals may elect to participate on a claim-by-claim basis.
Participating providers must indicate participation by signing the appropriate space
on the applicable CHAMPUS claim form anrd submitting it to the appropLiate CHAMPUS
fiscal intermediary. In the case of an institution or medical supplier, the claim
must be signed by an official having such authority. This signature certifies that
the provider has agreed to accept the CHAMPUS-determined allowable charge or cost as
payment in full for the medical services and supplies listed on the specific claim
form, and further has agreed to accept the amount paid by CHAHPUS or the CHAMPUS
payment combined with the cost-sharing amount paid by or on behalf of the
beneficiary as fall payment for the covered medical services or supplies.
Therefore, when costs or charges are submitted on a participating basis, the patient.
is not obligated to pay any amounts disallowed as being over the CHAMPUS-determined
allowable cost or charge for authorized medical services or supplies.

1). Nonparticipatingproviders. Nonparticipat ing providers are those
providers who do not agree on the CHAMPUS claim form to paLticipate and thpreby do
not agree to accept the CHAMPUS-determined allowable costs or charges as the full
charge. For otherwise covered services and supplies provided by such
nonparticipating CHAMPUS providers, payment is made directly to the beneficiary or
sponsor and the beneficiary is liable under applicable law for any amounts over the
CHAMPUS-determined allowable costs or charges. CHAMPUS shall have no responsibility
for any amounts over allowable costs or charges as determined by CHAMPUS.

7. [Reserved]

8. Cost-sharing for services provided under s )ecial discount arran ements.

a. General rule. With respect to services determined by the Director.
OCHAMPUS (or designee) to be covered by Chapter 14, section I., the Director,
OCHAMPUS (or designee) has authority to establish, as an exception to the
cost-sharing amount normally required pursuant to this chapter, a different
cost-share amount that appropriately reflects the application of the statutory
cost-share to the discount aLrangement.

b. Specific applications. The following are examples of applications of
the general rule; they are not all inclusive.

(1) In the case of services provided by individual health care
professionals and other noninstitutional providers, the cost-share shall be the
usual percentage of the CHAMPUS allowable charge determined under Chapter 14,
section I.

(2) In the case of services provided by institutional providers
normally paid on the basis of a pre-set amount (such as DRG-baskd amount under
Chapter 14, section A.I. or per-diem amount under Chapter 14, se(tion A.2.). if the
discount rate is lower than the pre-set rate, the cost-share amount that w',uld ap 'iv
for a beneficiary other than an activp duty dependent purF,?ant t(, thp normal p, -

rate would be reduced by the same p1tL Pntagp by whi h th- ,pi-- ait :a -:da- !<IhPj
in setting the discount rate.
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G. EXCLUSIONS AND LIMITATIONS

In addition to any definitions, requirements, conditions, or limitatifns
enumerated and described in other chapters of this Regulation, the following
specifically are excluded from the Basic Program:

1. Not medicall_or psychologically_ necessary. Services and supplies that are
not medically or psychologically necessary for the diagnosis or treatment of a
covered illness (including mental disorder) or injury, for the diagnosis and
treatment of pregnancy, or for well-baby care.

2. Unnecessary diagnostic tests. X-rdy, laboratory, and pathological ser'vices
and machine diagnostic tests not related to a specific illness or injury or a
definitive set of symptoms.

3. Institutional level of care. Services and supplies related to inpatient
stays in hospitals or other authorized institutions above the appropriate level
required to provide necessary medical care.

4. Diagnostic admission. Services and supplies related to an inpatient
admission primarily to perform diagnostic tests, examinations, and procedures that
could have been and are performed routinely on an outpatient basis.
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NOTE: If it is determined that the diagnostic x-ray, laboratory,
and pathological services and machine tests performed
during such admission were medically necessary and would
have been covered if performed on an outpatient basis,
CHAMPUS benefits may be extended for such diagnostic pro-
cedures only, but cost-sharing will be computed as if
performed on an outpatient basis.

5. Unnecessar~ly pstpartum inpatient stay, mother or newborn. Postpartum
inpatient stay of a mother for purposes of staying with the newborn infant (usually
primarily for the purpose of breast feeding the infant) when the infant (but not the
mother) requires the extended stay: or continued inpatient stay of a newborn infant
primarily for purposes of remaining with the mother when the mother (but not the
newborn infant) requires extended postpartum inpatient stay.

6. Therapeutic absences. Therapeutic absences from an inpatient facility.
except when suc:h absences are specifically included in a treatment plan approved by
the Director, OCHAMPUS, or a designee. For cost-sharing provisions refer to Chapter
14, paragraph F.3.

7. Custodial care. Custodial -are regardless of where rendered, except as
otherwise specifically provided in paragraphs E.12.b., E.12.c. and E.12.d. of this
chapter.

8. Domiciliary care. Inpatient stays primarily for domiciliary care purposes.

9. Rest or rest cures. Inpatient stays primarily for rest or rest cures.

10. Amounts above _a llowable costs or charges. Costs of services and supplies
to the extent amounts billed are over the CHAMPUS determined allowable cost or
charge, as provided for in Chapter 14.

11. No legal obligation topiay, no charge would be made. Services or supplies
for which the beneficiary or sponsor has no legal obligation to pay; or for which no
charge would be made if the beneficiary or sponsor was not eligible under CHAMPUS:
or whenever CHAMPUS is a secondary payer for claims subject to the CHAMPUS DRG-based
payment system, amounts, when combined with the primary payment, which would be in
excess of charges (or the amount the provider is obligated to accept as payment in
full, if it is less than the charges).

12. Furnished without charge. Services or supplies furnished without charge.

13. Furnished byjlocal, state, or Federal_Government. Services and supplies
paid for, or eligible for payment, directly or indirectly by a local, state, or
Federal Government, except as provided under CHAMPUS, or by government hospitals
serving the general public, or medical care provided by a llnifotmed Setvicp medical
care facility, or benefits provided under title XIX of the Social Securitv Act
(Medicaid) (reference (h)) (refer tf Chapter 8 of thi- Regulation).

14. Study,_&rant, or research po,•grams. Services ,and ,supplies provided a, a
part of or under a scientific or mpdiPal study, grant, or rpesarch program.
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15. Not in accordance with accepted standards, experimental or
investigational. Services and supplies not provided in accordance with accepted
professional medical standards; or related to essentially experimental or
investigational procedures or treatment regimens.

16. Immediate family,_household. Services or supplies provided or prescribed
by a member of the beneficiary's immediate family, or a person living in the
beneficiary's or sponsor's household.

17. Double coverage. Services and supplies that are (or are eligible to be)
payable under another medical insurance or program, either private or governmental,
such as coverage through employment or Medicare (refer to Chapter 8 of this
Regulation).

18. Nonavailability Statement required. Services and supplies provided under
circumstances or in geographic locations requiring a Nonavailability Statement (DD
Form 1251), when such a statement was not obtained.

19. Preauthorization required. Services or supplies which require
preauthorization if preauthorization was not obtained. Services and supplies which
were not provided according to the terms of the preauthorization. The Director,
OCHAMPUS, or a designee, may grant an exception to the requirement for
preauthorization if the services otherwise would be payable except for the failure
to obtain preauthorization.

20. Psychoanalysis or psLyhotherapy, 1 part of education. Psychoanalysis or

psychotherapy provided to a beneficiary or any member of the immediate family that
is credited towards earning a degree or furtherance of the education or training of
a beneficiary or sponsor, regardless of diagnosis or symptoms that may be present.

21. Runaways. Inpatient stays primarily to control or detain a runaway child,
whether or not admission is to an authorized institution.

22. Services or supplies ordered ýy-a court or other government agency.
Services or supplies, including inpatient stays, directed or agreed to by a court or
other governmental agency. However, those services and supplies (including
inpatient stays) that otherwise are medically or psychologically necessary for the
diagnosis or treatment of a covered condition and that otherwise meet all CHAMPUS
requirements for coverage are not excluded.

23. Work-related (occupational) disease or injur. Services and supplies
tequired as a result of occupational disease or injury for which any benefits are
payable under a worker's compensation or similar law, whether or not such benefits
have been applied for or paid: except if benefits provided under such laws are
exhausted.

24. Cosmetic, reconstructive. or p•l sti? surgery. Services and supplies in
connect ion with cosmetic, reconstru't (, u r plastic surgery exc -pt as slpifically
provided in subsection E.8. of this hapter.

25. Surery_ psychological reasons. Surgery performed primarily for
psychological reasons (such as psychogenic).
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26. Electrolysis.

27. Dental care. Dental care or oral surgery, except as specifically provided
in subsection E.10. of this chapter.

28. Obesitfy, weight reduction. Services and supplies related to obesity or
weight reduction whether surgical or nonsurgical; wiring of the jaw or any procedure
of similar purpose, regardless of the circumstances under which performed: except
that benefits may be provided for the gastric bypass, gastric stapling, or
gastroplasty procedures in connection with morbid obesity as provided in subsection
E.15. of this chapter.

29. Transsexualism or such o9herconditions asg ender dysphoria. Services and
supplies related to transsexualism or such other conditions as gender dysphoria
(including, but not limited, to intersex surgery, psychotherapy, and prescription
drugs), except as specif~cilly provided in subsection E.7. of this chapter.

30. Therapy or counselingjfor sexual dysfunctions or sexual inadequacies.
Sex thprapy, sexual advice, sexual counseling, sex behavior modification,
psychotherapy for mental disorders involving sex deviations (e.g., transvestic
fetishism), or other similar services, and any supplies provided in connection with
therapy for sexual dysfunctions or inadequacies.

31. Corns_, calluses, and toenails. Removal of corns or calluses or trimming of
toenails and other routine podiatry services, except those required as a result of a
diagnosed systemic medical disease affecting the lower limbs, such as severe
diabetes.

32. Pyslexia.

33. Surgical sterilization, reversal. Surgery to vevrse surgical
sterilization procedures.

34. Noncoital reproductive pErocedures including rtificial insemination,
in-vitro fertili__zation, gamete intrafallopian transfer and all other such
reproductive technologies. Services and supplies related to artificial insemination
(including semen donors and semen banks), in-vitro fertilization, gamete
intrafallopian transfer and all other noncoital reproductive technologies.

35. Nonprescription contraceptives.

36. Tests to determine paternityor sex of a _child. Diagnostic tests to
establish paternity of a child; or tests to determine sex ot an unborn child.

37. Preventive care. Preventive care, such as routine, annual, or employment
requested physical examinations; routine screening procedures; immunizations; except
that the following are not exc'luded:

a. Well-baby care. including newborn examinat in. PhPnvIket,,nutia (FPKJ)
testing and newborn circumcision.

b. Rabies shot:-.

c. Tetanus shot following an accidental injury.
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d. Rh immune globulin.

e. Genetic tests as specified in paragraph E.3.b. of this chapter.

f. Immunizations and physical examinations provided when required in the
case of dependents of active duty military personnel who are traveling outside the
United States as a result of an active member's duty assignment and such travel is
being performed under orders issued by a Uniformed Service.

38. Chiropractors and naturopaths. Services of chiropractors and naturopaths
whether or not such services would be eligible for benefits it rendered by an
authorized provider.

39. Counseliing. Educational counseling, nutritional counseling, vocational
counseling, and counseling for socio-economic purposes. Counseling services that
are not medically necessary in the treatment of a diagnosed medical condition, e.g.,
diabetic self-education programs, stress management, life style modification, etc.
Services provided by a marriage, family, pastoral or mental health counselor in the
treatment of a mental disorder are covered only as specifically provided in Chapter
6. Services provided by alcoholism rehabilitation counselors are covered only when
rendered in a CHAMPUS-authorized alcohol rehabilitation facility and only when the
cost of those services is included in the facility's CHAMPUS-determined allowable
cost-rate.

40. Acupuncture. Acupuncture. whether used as a therapeutic agent or as an
anesthetic.

41. Hair transplants, wigs, or hairpieces

NOTE: In accordance with Section 744 of the DoD Appropriation Act
for 1981 (Leference (o)), CHAMPUS coverage for wigs or hair-

pieces is permitted effective December 15, 1980, under the
conditions listed below. Continued availability of benefits will
depend on the language of the annual DoD Appropriation Acts.

a. Benefits provided. Benefits may be extended, in accordance with the
CHAMPUS-determined allowable charge, for one wig or hairpiece per beneficiary
(lifetime maximum) when the attending physician certifies that alopecia has resulted
from treatment of a malignant disease and the beneficiary certifies that a wig or
hairpiece has not been obtained previOusly through the U.S. Government (including
the Veterans Administration).

11. Exclusions. The wig or hairpiece benefit does not include coverage

for the following:

(1) Alopecia resulting from conditions other than treatment of
malignant disease.

or hairpiece.

(3) Hair transplants (IL- any other surgical procedure in\-lving tho
attachment of hair or a wig or hairpiec:e to the scalp.

(4) Any diagnostic or therapeutic method or supply intended to
encourage hair regrowth.
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42. Education or training. Self-help, academic education or vocational
training services and supplies, unless tihe provisions of Chapter 4, paragraph
B.l.e., relating to general or special education, apply.

43. Exercise/Relaxation/Comfort Devices. Exercise equipment. spas, whirlpools,
hot tubs, swimming pools, health club membership or other such charges or items.

44. Exercise. General exercise programs, even if recommended by a physician
and regardless of whether or not rendered by an authorized provider. In addition,
passive exercises and range of motion exercises also are excluded, except when
prescribed by a physician and rendered by a physical therapist concurrent to, and as
an integral part of, a comprehensive program of physical therapy.

45. Auddiologist, speech therapist. Services of an audiologist or speech
therapist, except when prescribed by a physician and rendered as a part of treatment

addressed to the physical defect itself and not to any educational or occupational
deficit.

46. Vision care. Eye exercises or visual Lraining (orthoptics).

47. Eye and hearin~gexaminations. Eye and hearing examinations except as
specifically provided in paragraph C.2.p. of this chapter or except when rendered in
connection with medical or surgical treatment of a covered illness or injury.
Vision and hearing screening in connection with well-baby care is not excluded.

48. Prosthetic devices. Prostheses, except artificial limbs and eyes, or if an
item is inserted surgically in the body as an integral part of a surgical
procedure. All dental prostheses are excluded, except for those specifically
required in connection with otherwise covered orthodontia directly related to the
surgical correction of a cleft palate anomaly.

49. Orthopedic shoes. Orthopedic shoes, arch supports, shoe inserts, and other
supportive devices for the feet, including special-ordeted, custom-made built-up
shoes, or regular shoes later built up.

50. Eyeglasses. Eyeglasses, spectacles, contact lenses. or other optical
devices, except as specifically provided under subsection E.6. of this chapter.

51. Hearing aids. Hearing aids or other auditory sensory enhancing devices.

52. Telephonic services. Services or advice rendered by telephone or other
telephonic device, including remote monitoring, except for transtelephonic
monitoring of cardiac pacemakers.
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53. Air conditioners, humidifiers, dehumidifiers, and purifiers.

54. Elevators or chair lifts.

55. Alterations. Alterations to living spaces or permanent features attached
thereto, even when necessary to accommodate installation of covered durable medical
equipment or to facilitate entrance or eXiL.

56. Clothing. Items of clothing or shoes, even if required by virtue of an
allergy (such as cotton fabric as against synthetic fabric and vegetable dyed
shoes).

57. Food, food substitutes. Food, food substitutes, vitamins, or other
nutritional supplements, including those related to prenatal care.

58. Enuresis. Enuretic devices: enuretic conditioning programs.

59. RESERVED.

60. Autopsy and postmortem.

61. Camip.ng. All camping even though organized for a specific therapeutic
purpose (such as diabetic camp or a camp for emotionally disturbed children), and
even though offered as a part of an otherwise covered treatment plan or offered
through a CHAMPUS-approved facility.

62. Housekeeper, companion. Housekeeping, homemaker, or attendant services;
sitter or companion.

63. Noncovered condition, unauthorized p)rovider. All services and supplies
(including inpatient institutional costs) related to a noncovered condition or
treatment, or provided by an unauthorized provider.

64. Comfort or convenience. Personal, comfort, or convenience items such as
beauty and barber services, radio, television, and telephone.

65. "Stop smoking" programs. Services and supplies related to "stop smoking"
regimens.

66. Megavitamin psychiatric therapy, (orthomolecular psychiatric therapy.

67. Transportation. All transportation except by ambulance, as specifically
provided under section D. of this chapter, and except as authorized in subsection
E.5. of this chapter.

68. Travel. All travel even though prescribed by a physician and even if its
purpose is to obtain medical care, except as specified in subsection A.6.of this
chapter in connection with a CHAMPTiS-r-quired physical examination.

69. Institutions. Services and supplies provided by other than a hoqpital.
unless the institution has been approved specifically by OCHAMPUS. Nursing homes,
intermediate care facilities, halfway houses, homes for the aged, or institutions of
similar purpose are excluded from consideration as approved facilities under the
Basic Program.
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NOTE: In order to be approved under CHAMPUS, an institution
must, in addition to meeting CHAMPUS standards, provide
a level of care for which CHAMPUS benefits are payable.

70. Supplemental diagnostic services. Diagnostic services including clinical
laboratory examinations, x-ray examinations, pathological examinations, and machine
tests that produce hard-copy results performed by civilian providers at the request
of the attending Uniformed Service medical department physician (active duty or
civil service).

71. Supplemental consultations. Consultations providee by civilian providers
at the request of the attending Uniformed Services medical department
physician (active duty or civil service).

72. Inpatient mental health services. More than 60 days of inpatient mental
health services in any calendar year, unless additional coverage is granted by the
Director, OCHAMPUS, or a designee, in accordance with paragraph B.5.i. of this
chapter. This exclusion does not apply to services provided under the provisions of
Chapter 5 of this Regulation; services provided on less than a 24-hour-a-day basis;
or services provided in a CHAMPUS-authorized residential treatment center that meets
the requirements of paragraph B.4.e. of Chapter 6, of this Regulation.

73. Not specifically listed. Services and supplies not specifically listed as
a benefit in this Regulation. This exclusion is not intended to preclude extending
benefits for those services or supplies specifically determined to be covered within
the intent of this Regulation by the Director, OCHAMPUS, or a designee, even though
not otherwise listed.

NJTE: The fact that a physician may prescribe, order, recomn;-nd,
or approve a service or supply does not, of itself, make it
medically necessary or make the charge an allowable expense,
even though it is not listed specifically as an exclusion.

H. Payment and liability for certain potentially excludable services under the Peer
Review Organization program.

1. Applicability. This section provides special rules that apply only to
services retrospectively determined under the Peer Review Organization (PRO) program
(operated pursuant to Chapter 15) to be potentially excludable (in whole or in part)
from the Bakic Program under section G. of this chapter. Services may be excluded
by reason of being not medically necessary (subsection G.1.) at an inappropriate
level (subsection G.3.) custodial care (subsection G.7.) or other reason relative to
reasonableness, necessity or appropriateness (which services shall throughout the
remainder of this section, be referred to as "not medically necessary"). (Also
throughout the remainder of the section, "services" includes items and "provider"
includes supplier.) This section does not apply to coverage determinations made by
OCHAMPUS or the fiscal intermediaries which are not based on medic:al necessity
determinations made under the PRO program.

2. Payment for certain potentially excludable expensps. Sprvi(es dotrrmined
under the PRO program to be potentially excludable by reason of the exclusionrs in
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section G. of this chapter for not medically necessary services will not be
determined to be excludable if neither the beneficiary to whom the services were
provided nor the provider (institutional or individual) who furnished the services
knew, or could reasonably have been e::pected to know, that the services were subject
to those exclusions. Payment may bp made for such services as if the exclusions did
not apply.

3. Liabilityfor certain exccludahbleservices. In any case in which items or
services are determined excludable by the PRO program by reason of being not
medically necessary and payment may not be made under subsection H.2., above because
the requirements of subsection H.2. are not met, the beneficiary may not be held
liable (and shall be entitled to a full refund from the provider of the amount
excluded and any cost-share amount already paid) if:

a. The beneficiary did not know and could not reasonably have been
expected to know that the services were excludable by reason of being not medically
necessary; and

1). The provider knew or could reasonably have been expected to know that
the items or services were excludable by reason of being not medically necessary.

4. Criteria for determining that beneficiary knew or could reasonably have
been expected to have known that services were excludable. A beneficiary who
receives services excludable by reason of being not medically necessary will he
found to have known that the services were excludable if the beneficiary has been
given written notice that the services were excludable or that. similar or comparable
services provided on a previous occasion were excludable and that notice was given
by the OCHAMPUS, CHAMPUS PRO or fiscal intermediary, a group or committee
responsible for utilization review for the provider, or the provider who provided
the services.

5. Criteria fnr determining that provider knew or could reasonably have been
expected to have known that services were excludable. An institutional or
individual provider will be found to have known or been reasonably expected to have
known that services were excludable under this section under any one of the
following circumstances:

a. The PRO or fiscal intermediary had informed the provider that the
services provided were excludable or that similar or reasonably comparable services
were excludabie.

b. The utilization review group or committee for an institutional
provider or the beneficiary's attending physician had informed the provider that the
services provided were excludable.

c. The provider had informed the beneficiary that the services were
excludable.

d. The provider had re, eivf-d written materials. including notice,, manual
issuances. bulletins, guides, directives, or other material,. pro-viding notification
of PRO screening criteria specific tý the condition of the beneficiary. Attending
physicians who are members of the medical statf
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of an institutional provider will be found to have also received written materials

provided to the institutional provider.

e. The services that are a'. issue are the subject of what are generally

considered acceptable standards of practice by the local medical community.
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CHAPTER 5
PROGRAM FOR THE HANDICAPPED (PFTH)

A. GENERAL

The PFTH is essentially a program of financial assistance for military
personnel on active duty whose spouses or children may be moderately or
severely mentally retarded or seriously physically handicapped and in need
of specialized institutional care, training, or rehabilitation, and the re-
quired services are not available from public institutions or agencies. The
PFTH was established by Congress to be a source of financial assistance when
an active duty member's handicapped dependents, by virtue of residency laws,
have been excluded from appropriate publicly operated programs or institutions
for the handicapped. There is, therefore, a requirement that all local resources
must be considered and those determined as adequate be utilized first, before
an application for coverage under the PFTH will be acted on by the Director,
OCHAMPUS, or a designee. There is a further requirement that all institutional
care otherwise authorized be provided in not-for-profit CHAMPUS-approved institu-
tions. Coverage for any services or supplies under the PFTH requires prior
approval.

1. Physical or mental examinations. The Director, OCHAMPUS, or a
designee, may request a beneficiary to submit to one or more appropriate med-
ical (including psychiatric) examinations to determine the beneficiary's
entitlement to benefits for which application has been made or for otherwise
authorized services and supplies required in the proposed management plan
for the handicapped dependent. When such an examination has been requested,
CHAMPUS will withhold payment of any pending claim or claims or preauthori-
zation requests on that particular beneficiary. If the beneficiary or sponsor
does not agree to the requested examination, or unless prevented by a medical
reason acceptable to CHAMPUS, the examination is not performed within 90 days
of the initial request, all pending claim or claims for services and supplies
will be denied. A denial of payments for such services or supplies provided
before and related to the request for a physical examination is not subject to
reconsideration. The cost of the examination or examinations will be at the
expense of CHAMPUS (including any related beneficiary transportation costs).
The examination or examinations may be performed by a physician or physicians
in a Uniformed Services medical facility or by an appropriate civilian physician,
as determined and selected by the Director, OCHAMPUS, or a designee, who is
responsible for making such arrangements as are necessary.

2. Right to information. As a condition precedent to the provision of
benefits hereunder, OCHAMPUS or CHAMPUS fiscal intermediaries shall be en-
titled to receive information from a physician or hospital or other person,
institution, or organization (including a local, state, or Federal Government
agency) providing services or supplies to the beneficiary for which claims or
requests for approval for benefits are submitted. Such information and
records may relate to the attendance, testing, monitoring, examination, diag-
nosis of, treatment rendered, or services and supplies furnished to, a bene-.
ficiary and shall be necessary for the accurate and efficient administration
of CHAMPUS benefits. In addition, before a determination on a request for
preauthorization or claim of benefits is made, a beneficiary or sponsor must
provide particular additional information relevant to the requested deter-
mination, when necessary. The recipient of such information shall in every
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case hold such records confidential except when (a) disclosure of such infor-
mation is authorized specifically by the beneficiary; (b) disclosure is
necessary to permit authorized governmental officials to investigate and
prosecute criminal actions; or (c) disclosure is authorized or required
specifically under the terms of the Privacy or Freedom of Information Acts
(references (i), (j), and (k)) (refer to section M. of Chapter 1 of this Regula-
tion). For the purposes of determining the applicability of and implementing
the provisions of chapters 8, 11 and 12, or any provision of similar purpose of
any other medical benefits coverage or entitlement, OCHAMPUS or CHAMPUS fiscal
intermediaries, without consent or notice to any beneficiary or sponsor, may
release to any insurance company or other organization, government agency,
provider, or other entity any information with respect to any beneficiary
when such release constitutes a routine use duly published in the Federal
Register in accordance with the Privacy Act (reference (k)). Before a
beneficiary's or sponsor's claim of benefits will be adjudicated, the bene-
ficiary or sponsor must furnish to CHAMPUS that information which reasonably
may be expected to be in his or her possession and that is necessary to make
the benefit determination. Failure to provide the requested information may
result in denial of the claim.

3. Timely filingf claims. All claims submitted for benefits under this
chapter must be filed with the appropriate CHAMPUS fiscal intermediary no later
than December 31 of the calendar year following the one in which the covered
service or supply was provided. Failure to file a claim timely automatically
waives all rights to any benefits for otherwise covered services or supplies
(refer to Chapter 7 of this Regulation).

4. Eligibility for benefits

a. Eligibility criteria. Eligibility criteria for CHA1PUS generally
are contained in Chapter 3 of this Regulation. However, coverage under the
PFTH includes and is further limited to:

(1) The dependents, as defined in Chapter 3 but excluding for-
mer spouses, of a member of one of the Uniformed Services who is under call
or order to active duty that does not specify a period of 30 days or less,
who are moderately or severely mentally retarded or who have a serious physi-
cal handicap; or

(2) The dependents of a deceased active duty service member
who died after January 1, 1967, while eligible for receipt of hostile fire
pay or from a disease or injury incurred while eligible for such pay, who are
under 21 years of age, and who otherwise meet the criteria of subparagraph
A.4.a.(1), above, and were receiving benefits under the PFTH at the time of
said member's death.

b. Sponsor ceases to be active duty member. When the sponsor
ceases to be an active duty member berause of death, benefits under the PFTH
may be continued through the last day of the calendar month following the
month in which the sponsor's death occurred. When the sponsor ceases to be
an active duty member for any other reason, such as retirement, separation,
or deserter status, benefits under the PFTH cease as of 12:01 a.m. of the day
following the day the status of the sponsor changes. Exception is made only
for those spouses and children under 21 years of age of deceased members
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qualifying for continued benefits under the provisions of subparagraph A.4.a.(2),
above. Any support or aid for the handicapped dependent after CHAMPUS benefits
cease is the responsibility of the sponsor (or parent or guardian).

c. Scope of benefits. Subject to the conditions and limitations set
forth in this Regulation, the PFTH provides financial assistance toward the purchase

of services or supplies necessary for the following:

(1) Diagnosis.

(2) Inpatient, outpatient, and home treatment.

(3) Training, rehabilitation, and special education.

(4) Institutional care in private not-for-profit or public and state
institutions and facilities.

(5) When appropriate, transportation to and from such institutions
and facilities.

B. COST-SHARING

The sponsor is required to pay a portion of the costs for each month in which
the dependent receives benefits under the PFTH. The amount the sponsor pays is
based upon the pay grade. The amounts required of members in each pay grade are as
follows:

Member's Pay Grade Share Amount (dollars)

E-1 through E-5 25
E-6 30
E-7 and 0-1 35
E-8 and 0-2 40
E-9, W-l, W-2, and 0-3 45
W-3, W-4, and 0-4 50
0-5 65
0-6 75
0-7 100
0-8 150
0-9 200
0-10 250

Except as specifically set forth in subsection B.3., below, the Government's
share of the cost of any benefits provided under the PFTH cannot exceed $1,000 per
month. Any amount remaining after the Government's maximum share has been reached
is again the responsibility of the active duty member. In ascertaining the total
charges against which the sponsor's and the Government's shares will be computed,
certain considerations are made:

1. Charges or costs must be reasonable. The charges or costs must be
reasonable for the services or supplies provided. The cost-share computations will
be made on the amount determined to be allowable under the method used in the
operation of the Basic Program (refer to Chapter 6 of this Regulation) and
equivalent to a monthly billing unit.
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2. CHAMPUS share limit. The CHAMPUS share of the allowable charges or costs
of all benefits provided the handicapped beneficiary in a given month will not
exceed $1,000 per month, except when there are two or more handicapped dependents in
the same family as described in subsection B.3., below.

3. Two or more handicapped dependents. When an active duty member has two or
more dependents incurring expenses in a given month, the active duty member's
monthly obligation will not be greater than he or she would be required to pay if he
or she had but one such aependent receivLig ben-fits under the PFTH Such active
duty member will be charged on the basis of the handicapped dependent incurring the
least expense under the PFTH in any given month. The active duty member is
obligated, however, to pay at least the amount indicated for his or her applicable
pay grade shown in this section B., above. When the cost for one dependent is less
than the amount shown for the applicable pay grade, the active duty member is
obligated to pay such additional amount as is required to meet the cost for his or

,her pay
grade towards satisfying the bill of the second dependent receiving benefits under
the PFTH.

4. Noprepayment of services. In no case will payment be made in advance for
services not yet rendered.

5. Absence from an institution, cost-shari iplications. As a general rule,

CHAMPUS will not cost-share any costs incurred during a period the handicapped
dependent is absent from an institution with the following exceptions:

a. Illness or iniury re uiringho__ospitalization. When the handicapped
dependent requires hospitalization, benefits under the PFTH may be continued up to
the last day of the calendar m h following the calendar month in which the
hospital inpatient stay began.

b. Emergency situations. Benefits under the PFTH may be continued in
authentic emergency situations, such as serious illness or death in the immediate
family, but in no case longer than 7 days including travel time.

c. Therapeutic absences. When a handicapped dependent leaves an
institution for a therapeutic absence, benefits under the PFTH may be continued for
a period not to exceed 72 hours including travel time.

d. Holiday or school vacation. When a handicapped dependent leaves an
institution for a recognized holiday or school vacation during the school term,
benefits under the PFTH are limited to no more than 7 days each, including travel
time, except that one such absence of up to 15 days, including travel time, is
authorized each year. Payments for holiday and vacation absences are authorized
only when all paying patients in the facility are charged for the absence.

e. Recording of absences. All absences must be noted on the claim form
and a detailed statement attached to the claim form explaining the duration and
reason for the absence. Failure to do so will result in termination of benefits.
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C. CRITERIA FOR QUALIFYING FOR PFTH BENEFITS

1. General requirements. To be considered for benefits, the applicant must be
determined medically to be moderately or severely mentally retarded or seriously
physically handicapped to the following extent:

a. Duration of handicap. The condition is expected to result in death,
or has lasted, or is, with reasonable certainty, expected to last for a minimum of
12 months; and

b. Extent of handicap. The disability caused by the handicap is of such
severity as to preclude the handicapped applicant from engaging substantially in
basic productive activities of daily living expected of unimpaired persons of the
same age group.

2. Managementpan. The services and supplies provided the applicant under
the PFTH must be appropriate to the applicant's disability and, to the greatest
extent possible, should benefit the applicant through the treatment of the disabling
condition or by enhancing the applicant's ability to cope with or overcome the
disability. The primary goal of the PFTH is to maximize the potential of the
handicapped person to achieve as normal a life style as possible and to maintain the
handicapped person in or to return the handicapped person to the home, public
school, and community environment, whenever possible.

3. Purchase limitations. Such services and supplies as may be authorized for
purchase under the PFTH are limited appropriately to functional and utilitarian
services and supplies. Utility and economy will be given primary consideration in
approval of equipment.

EXAMPLE: When basic mobility is required, a manual wheelchair will be
authorized, unless the physical disability is such that only an
electric wheelchair is suitable.

4. Application approval

a. Authority are pproval. The Director, OCHAMPUS, is vested with the
final authority on all applications for coverage under the PFTH. This includes the
determination as to the severity of the handicap and the appropriateness of the
supplies or services to the handicapping condition for which coverage is requested.
The Director, OCHAMPUS, or a designee, shall request such information as is deemed
necessary to make these determinations before issuing approvals or denials. Failure
to supply such information will result in deferral or denial of the application for
coverage.

b. Deferral or denial o. application. In those situations where a
deferred or denied application for coverage under the PFTH subsequently is approved,
such subsequent approval may be applied retroactively to the date coverage would
have been effective had adequate information been provided.
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D. MENTAL RETARDATION

1. Definition. Mental retardation refers to subnormal general intellectual
functioning and is associated with impa'.rrent of either learning anld social
adjustment or maturation, or both. The diagnostic classification of moderate and
severe mental retardation relates to intelligence quotient (IQ) as follows:

a. Moderate. Moderate mental retardation equates to IQ 36-51.

b. ee:ere. Severe mental rptardation eouates to IQ 35 and under.

NOTE: It is recognized that IQ should not be the only criterion used in
making a diagnosis of mental retardation or in evaluating its
severity. It should serve only to help in making a clinical judgment
of the patient's adaptive behavioral capacity. This judgment also
should be based on an evaluation of the patient's developmental
history and present functioning, including academic and vocational
achievement, motor skills, and social -A emotional maturity.

2. Acceptable tests to measure intelligence. The Wechsler Preschool and
Primary Scale of Intelligence (WPPSI), the Wechsler Intelligence Scale for Children
(WISC) or Wechsler Adult Intelligence Scale (WAIS) are the CHAMPUS instruments of
choice to determine IQ; however, a Stanford-Binet will be accepted. A person who
cannot be tested by an age-appropriate instrument listed above can be tested by
another test, provided that an acceptable explanation of why one of the listed tests
could not be used is furnished to OCHAMPUS. along with a detailed explanation of
"scoring" the test, for the purpose of statistical comparison with one of the above
tests. IQ tests must be interpreted by a qualified psychologist certified by the
state where the test is administered. In states where certification is not
required, the psychologist must have at least a master's degree in psychology. In
states that certify "psychometrists" to a administer and interpret IQ tests, that
certification will suffice.

E. SERIOUS PHYSICAL HANDICAP

1. Definition. Serious physical handicap means a medical condition of the
body that meets the following criteria:

a. Duration of handicap. The condition is expected to result in death,
or which has lasted, or with reasonable certainty is expected to last, for a minimum
period of 12 months; and

b. Extent of handicap. The condition is of such severity as to preclude
the handicapped person from engaging substantially in basic productive activities of
daily living expected of unimpaired persons of the same age group. For example:

(1) Persons older than high school age generally must be unabl* to
engage in gainful pursuits because of the handicap.
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(2) Persons of up to and through high school age must be unable to be
provided an education through the public school system because of the handicap.

2. Examples of conditions that ma" cause serious physical handicaps.
Examples include, but are not limited to, the following listed categories:

a. Visual impairment, age 7 and over. A vision impairment will be
considered serious in persons 7 years of age and older if the handicapped person
r-quires assistance to support the activities of daily living and if the following
apply:

(1) The remaining vision in the better eye after best correction is
20/200 or less; or

(2) The contraction of visual fields is to 10 degrees or less from
the point of fixation; or

(3) The widest diameter subtends an angle no greater than 20 degrees;
or

(4) The visual efficiency of the better eye after best correction is
20 percent or less; or

(5) Other conditions impairing visual function such as complete
homonymous hemianopsia, or total bilateral uphthlmoplegia.

b. Visual-impairment, under ýage7. A visual impairment in children under
7 years of age will be cunsidere'd serious (even if correctable with lenses) when the
visual impairment is manifested by 20/60 vision or less.

c. Hearing impairment, testable pati•ents. A hearing impairment is a
serious physical handicap when, unaided by amplification, it is manifested by the
following:

(1) A 45 decibel hearing threshold level (HL) or poorer in either ear
tested at 1,000; 2,000; or 3,000 Hertz (Hz) frequencies; or by

(2) A 30 decibel HL or poorer in each ear tested at 1,000; 2,000 or
3,000 Hz frequencies; or by

(3) Speech discrimination of 60 percent or poorer with either ear.

d. Hearingnimpairment, nontestablepatients. When pure tone audiometry
or speech discrimination testing is not available or not reliable because of the
patient's age or condition, the attending physician must submit documentation that
demonstrates the patient is unable to engage in basic productive activities of daily
living expected of unimpaired persons of the same age group. An example of
acceptable documentation would be elertrnphysiological tests of hearing such a,
auditory evoked potential testing or a behavioral assessment that shows that.
without special help, an infant with a hearing impairment will not develop normal
language. Each case will be reviewed on its own merits.
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e. Epilepsy, major. Major motor seizures (grand mal or psychomotor)
substantiated by an electroencephalogram (EEG), occurring more frequently than once
a month despite prescribid treatment. With:

(1) Diurnal episodes (loss of consciousness) and convulsive seizures;
or

(2) Nocturnal episodes that show residuals interfering with activity
during the day; and

(3) Both or either of the above that have reached the point when the
handicapped person requires assistance to support the activities of daily living.

f. Epilepsy, minor. Minor motor seizures (petit mal or psychomotor)
substantiated by an EEG, occurring more frequently than once weekly despite
prescribed treatment. With:

(1) Alteration of awareness or loss of consciousness; and

(2) Transient postictal manifestations of unconventional or
antisocial behavior; and

(3) Both of the above that have reached the point when the
handicapped person requires assistance to support the activities of daily living.

g. Paralysis agitans (Parkinson's disease). With: tremor, rigidity, and
significant impairment of mobility (for example, festination) that has reached the
point when the handicapped person requires assistance to support the activities of
daily living.

h. Cerebral palsy. With:

(1) IQ of 83 or less; or

(2) Abnormal behavior patterns, such as destructiveness, or emotional
instability; or

(3) Significant interference in communication due to speech, hearing,
or visual defect; or

(4) Significant motor deficit in two extremities; and

(5) Any of the above having reached a point when the handicapped
person requires assistance to support the activities of daily living.

i. Multiple sclerosis. With:

(1) Significant motor deficits in two extremities: and

(2) Ataxia substantiated by appropriate cerebellar signs or
proprioceptive loss; and
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(3) Both of the above that have reached the point when the
handicapped person requires assistance to support the activities of daily living.

j. Muscular dystrophy. With-

(1) Significant motor impairment and restricted mobility; and

(2) Flexion deformities of both lower extremities; or

(3) Significant weakness or paralysis of muscles of the shoulder
girdle or of the neck, with abduction of both arms at the shoulder restricted to
less than 90 degrees; and

(4) The conditions having reached the point when the handicapped
person requires assistance to support the activities of daily living.

k. Degenerative neurological diseases. Other degenerative neurological
diseases (such as Huntington's chorea, Friedrich's ataxia, or spinocerebellar
degeneration) that have reached the point when the handicapped person requires
assistance to support the activities of daily living.

1. Musculoskeletal system. Serious impairments of the musculoskeletal
system that have reached the point when the handicapped person requires assistance
to support the activities of daily living.

m. Respiratory system. Serious impairments of the respiratory system
that have reached the point when the handicapped person requires assistance to
support the activities of daily living.

n. Trauma. Serious impairments resulting from trauma that are at a level
that requires assistance to support the activities of daily living.

o. Diabetes mellitus. Severe physical limitations resulting from
diabttes mellitus occurring in children (that is, under 18 years of age) that have
reached the point when the handicapped parson requires assistance to support the
activities of daily living.

p. Multiple conditions. Two or more conditions involving separate body
systems, neither condition in itself seriously handicapping, but which combined are
of such severity as to limit activities in a seriously handicapping manner and have
resulted in the handicapped person requiring assistance to support the activities of
daily living. Each such multiple condition case will be reviewed on its own merits.

F. PROCEDURES FOR OBTAINING BENEFITS

Active duty members seeking benefits under the PFTH for a dependent spouse or
child must secure authorization from OCHAMPUS for such benefits in advance.
Payment will not be made for any services or supplies under the PFTH received or
obtained before approval of the application by the Director, OCHAMPUS, or a
designee. If a beneficiary fails to obtain preauthorization before receiving the
services, the Director, OCHAMPUS, or a designee, may extend CHAMPUS benefits if the
services or supplies otherwise would qualify for benefits but for the failure to
obtain preauthorization.
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1. Completed application. Application is made by completing a CHAMPUS Form
190a, "Request for Health Benefits Under the Program for the Handicapped" (as may be
amended), and mailing it to the Director, OCHAMPUS, Aurora, Colorado 80045-6900.

2. Additional required information. The applicant also shall submit, along
with the required CHAMPUS Form 190a, the following:

a. Statement of dependent's condition. A medical statement of the
dependent's condition, giving a specific diagnosis, using the most current ICD-CM,
history of mental retardation or physical handicap, present condition, prognosis,
and a proposed, detailed management plan for the handicapping condition, including
estimated chargeb oL costs. This statement must be signed by the supervising
physician. The medical report may be submitted directly by the physician if so
desired.

b. Use of other than public facilities. Within the United States, if the
management plan proposes to use other than public facilities, a statement is
required from a cognizant public official certifying to the fact that public
facilities are or are not available or are or are not adequate to meet the needs of
the handicapped dependent, and that public funds are or are not made available for
support of the needs of the handicapped dependent in alternative facilities deemed
adequate.

NOTE: Inasmuch as there is great diversity in the types of public programs
and institutions offering services to the handicapped, it is
impossible to list in detail the cognizant public officials in each
state, county, or local community. As a general rule, the cognizant
public official is associated with a public program and has broad
knowledge of and authority for providing, the services related to the
types of handicap for which CHAMPUS benefits are being requested. For
example, in the case of a mentally retarded school-age child who needs
to be placed in a special class for the educable handicapped, the
cognizant public official could be the Director of Special Education
for the local school district rather than the principal of the nearest
school. In some states where special educational programs are managed
at the state level, the cognizant public official may have to be the
State Director of Special. Education. In still other cases when some
kind of vocational rehabilitation is required, the cognizant public
official may be an official in the State Department of Vocational
Rehabilitation; while in another state all vocational rehabilitation
programs may be controlled by the Department of Human Resources or the
Department of Social Services. It is the sponsor's responsibility to
determine the appropriate cognizant public official.

c. Information on available programs. OCHAMPUS will assist a sponsor to
obtain information from those agencies that are possible sources of assistance for
the specific condition.

d. Application review procedure. A review of PFTH applications shall be
done by the Director, OCHAMPUS, or a designee, who shall:
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(1) Determine if the dependent's degree of mental retardation or
physical disability (as documented by a physician) is such as to qualify for
benefits;

(2) Evaluate the proposed management. plan to determine if it is
appropriate to the handicapping condition and if the charge or cost is reasonable;
or if the services to be provided can be obtained more effectively and economically
in another CHAMPUS-approved facility providing the same services; and

(3) Evaluate the cognizant public official's statement if the
management plan proposes the use of private facilities. If in the opinion of the
Director, OCHAMPUS, or a designee, the statement of the cognizant public official is
inadequate or inappropriate, additional information will be required and the sponsor
will be required to contact the agency or official determined to be most cognizant
of PFTH in the sponsor's community and obtain a statement as to availability or
nonavailability of appropriate public facilities.

NOTE: Because of both the wide variety of handicapping conditions and the
large number of public institutions and agencies that operate
independently of each other, the Director, OCHAMPUS, or a designee,
will establish contact with these institutions and agencies and offer
information and assistance on CHAMPUS beneficiaries so that they can
obtain access to those public programs to which they have a legal
entitlement. This will include information on such matters as the
Interstate Compact in which many states participate, state laws
regarding the right to education, services under the Rehabilitation
Act (reference (aa)), and similar programs. Approval for PFTH
benefits will be issued only when it has been determined to the
satisfaction of the Director, OCHAMPUS, or a designee, that the
required services are not available from public sources and that the
proposed plan of management will be beneficial to the handicapped
person.

e. Application approval, limitations. The application approval will be
specific as to the approved facility, management plan, or services and supplies
being authorized under the PFTH as well as the specific period of time for which
authorization is being made. The application approval also may list other
requirements (such as a specific reevaluation requirement in 6 months).

NOTE: The approved application is valid only for 90 days. If admission to
the approved facility is not accomplished or the management plan is
not commenced within 90 days of the date the application is approved,
a new application must be submitted for evaluation.

f. Periodic review and reevaluation. A periodic review and reevaluation
of the status of dependents who have been approved for coverage under the PFTH will
be conducted by the Director, OCHAMPUS, or a designee, under the following
circumstances:
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(1) At least annually. The supervising physician's report, a
completed CHAMPUS Form 141, "Diagnostic Evaluation, Program for the Handicapped,"
a new, updated management plan, and a new cognizant public official's statement
will be submitted reflecting any change!; that may have occurred in the 12-month
period.

NOTE: The Director, OCHAMPUS, or a designee, may require that
any specific case be reviewed more often than annually.

(2) Change of institution. When a dependent handicapped bene-
ficiary is removed from an institution that was approved under the PFTH,
placement in a new institution requires a new application.

(3) Sponsor reassignment. A sponsor who is reassigned to another
location within the United States will be required to determine within 60 days
from the date of reporting to a new duty assignment if public facilities appro-
priate to the needs of the handicapped dependent are available. If they are
not, it will be necessary to substantiate this fact with a new cognizant public
official's statement. Failure to take such action will result in termination
of coverage under the PFTH on the 61st day following the date the sponsor
reported to the new duty assignment.

NOTE: If it is determined that public facilities are available
at the new location, the Director, OCHAMPUS, or a
designee, may determine that the handicapped beneficiary
may continue to receive benefits for inpatient care at
the former location under the PFTH until the end of the
current school year.

G. USE OF PUBLIC FACILITIES

To quality for benefits under the PFTH, public facilities or state funds
must be used to the greatest extent they are available or adequate.

I. Statement of school official or other cognizant public official. For
dependents for whom special educational benefits are requested, the sponsor
must submit a statement from the superintendent of the local public school
district, or designee, that the public school district is aware in detail of
the dependent's tested educational handicaps and that an adequate education
opportunity is or is not available for the dependent, either in the public
schools or through public resources. A statement must be made by certificate
whether or not applicable law requires public funds to help defray the cost
of prii-ate schooling if public schooling is not available or adequate, and
if the law requires such funding. If there is a waiting list for adequate
public care, the anticipated length of wait must be stated. A new statement
from the superintendent of the local public school district, or a designee,
will be required at the beginning of each school year or more frequently, as
determined by the Director, OCHAMPUS, or a designee.

2. Determination that~public fac.ility is adequate. A ccrtified state-
ment by a cognizant public official that a public facility cr serv'ce is or
is not available and is or is not adequate to meet the needs of the handicapped
spouse or child is prima facie evidence of the facts stated. The Direc-or,
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OCHAHPUS. or a designee, has final authority in determining whether a facility is
available and adequate. CHAMPUS benefits will not be extended when the beneficiary
or sponsor elects not to use the public facilities that have been determined to be
available and adequate.

3. State contracts with private facilities. As an exception, when a state
government (but not a county or municipal government) contracts for institutional
care in private facilities, payment to the state is authorized since the care
provided in such facilities or homes is considered to be state Institutional care.
In such a case, the following four requirements must be met and appropriate
documentation submitted:

a. Determination of state responsibility. A determination must be made
by the state that it has a responsibility for providing care for the dependent's
handicapping condition.

b. Determination that public facility placement cannot be made. The
state or other local jurisdiction must determine that the dependent cannot be placed
in a public facility and no state funds are available for such care.

c. State must make placement. The state must make the placement, or
determine that it is responsible for a dependent already placed.

d. Acceptable billing and financial procedure. The state must be billed
for the services provided by the private facility. The state may not simply act as
an intermediary" or a conduit for billing and payment purposes; and CHAMPUS cannot
be billed by the state for a greater amount than that billed to other non-CHAMPUS
patients in like circumstances.

H. COVERED SERVICES AND SUPPLIES

1. General. As a general rule, the services and supplies covered under the
PFTH are those that contribute directly to the habilitation or rehabilitation of the
handicapped dependent. This may include institutional care when the severity of the
disability requires protective custody in an institutional setting. Active medical
or surgical treatment of an acute illness may be considered under the Basic Program
when such treatment is not included as a part of the management plan or a routine
part of the institutional services approved under the PFTH. Notwithstanding, all
services, supplies, and equipment required by and directly related to the
handicapping conditions, including those services and supplies approved under the
management plan, shall be considered for benefits only under the PFTH, whether or
not under other circumstances Basic Program benefits could apply. The only
exception to this requirement is a serious, acute exacerbation of the handicapping
condition requiring an inpatient hospital stay. In such a case, Basic Program
benefits are applicable for the required period of hospitalization.

EXAMPLES:

a. A mentally retarded child in an institution for the retarded becomes
ill with appendicitis and is admitted to a general hospital for surgery.
The charges related to the inpatient episode in a general hospital for the
acute appendicitis are considered under the Basic Program.

5-13



DoD 6010.8-R

b. Another dependent with a neurological disability, such as Parkinson's
disease, is placed, under the PFTH, in an institution for patients
similarly'afflicted. The instvtutional charges are all inclusive and all
residents receive services, such as routine medications, diet supplements,
and periodic medical examinations, and those services and supplies are part
of the total management plan. This situation would be cost-shared under
the PFTH and benefits would not be available under the Basic Program.

c. In the third situation, a dependent who is placed in an institution
under the PFTH because of Huntington's chorea, experiences an acute
episodic period that warrants admission to a hospital for medical treatment
of the acute phase and which was not included as a part of the approved
management plan. This inpatient hospital care would be considered for
benefits under the Basic Program.

2. Extent of covered services and supplies. Subject to such other
definitions, conditions, limitations, and exclusions enumerated in this and other
chapters of this Regulation, the following services and supplies (including durable
equipment) are covered under the PFTH:

a. Diagnostic evaluation. Diagnostic evaluation on either an inpatient
or outpatient basis by a physician. This includes hospitalization or
institutionalization solely for the purpose of conducting diagnostic studies
performed by or under the supervision of a physician if such an inpatient setting is
medically necessary to perform the diagnostic evaluation. Diagnostic evaluations do
not require prior approval, but are payable only in those cases resulting in
approval of the handicapped beneficiary under the PFTH. If the diagnostic
evaluation is done on an inpatient basis, any benefits for the inpatient stay
related to such evaluation will not exceed 5 days of an inpatient stay.

b. Durable equipment. The purchase of durable equipment may be
authorized when certified by a physician as necessary in the treatment,
habilitation, or rehabilitation of a handicapped beneficiary. Except under
extremely unusual situations (which would require individual review and
consideration), durable equipment required by an institutionalized handicapped
beneficiary must be provided by the institution as a part of the management plan and
included in the monthly institutional charges.

(1) To qualify as durable equipment under the PFTH, the item will
be evaluated against the following criteria:

(a) It clearly must be related to and necessary for the
habilitation, treatment, or training of beneficiaries with the given handicap.

(b) It must improve the function of a malformed body member or
retard further deterioration of the handicapped beneficiaLv'' physical condition.
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(c) It cannot be useful to anyone in the absence of a physical
or mental disability.

(d) It must be used primarily and customarily to serve a medical
or habilitative purpose rather than primarily for transportation, comfort, or
convenience.

NOTE: A wheelchair (or CHAMPUS-approved alternative) is not
considered transportation in the sense of subparagraph
H.2.b.(1)(d), above. It is qualified as durable equipment
under subparagraph H.2.b.(l)(b), above, because by providing
basic mobility, it retards further deterioration of the
patient's physical condition. Mobility beyond that basic
mobility provided by a wheelchair (or a CHAMPUS-approved
alternative) is considered to be primarily transportation.

(e) It cannot be beyond the appropriate level of performance and
quality required under the circumstances (that is, nonluxury and nondeluxe).
However, this subparagraph is not intended to preclude special fitting of equipment
to accommodate a particular disability (such as fitting a wheelchair for a one-armed
handicapped person).

(f) It is not available for lc-.n from a local Uniformed Services
medical treatment facility.

(g) Only one similar item of durable equipment will be purchased
during any one period of time, and benefits include repair of durable equipment
purchased under the PFTH and its later replacement if it is determined that the
previous item is no longer usable.

(h) There must be written preauthorization by OCHAMPUS before
the date of purchase of durable equipment. Such authorization is specific as to the
item of durable equipment being approved. Further, such authorization is only valid
for 90 days from the date issued. If the item of durable equipment is not purchased
within the time limit, a new preauthorization is required. Purchases of durable
equipment may not be approved retroactively.

(i) Benefits also may be extended for the allowable charges for
repair and replacement parts (such as batteries), including adjustment of durable
equipment purchased under the PFTH. Such repair or part replacement or adjustment
does not require preauthorization, unless the charge is $50 or more. In the case of
an emergency, a charge above that amount may be considered without preauthorization,
subject to special review.

(2) Cost-sharing of durable equipment purchases. Durable equipment
normally will be cost-shared in the month that the purchase is made. However, when
the durable equipment is a high charge ,r cot item, the qlozisor or the beneficiary
has the option of prorating the purchase price in equal monthly installments over a
period not to exceed 6 months, and beg-inning with the month of purchase. In no case
shall payments be made by CHAMPUS bey(,nd termination of eligillility as a CHAMPUS
beneficiary. No other payment option io available.
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c. Prescription drugs and medicines. Prescription drugs and medicines,
and insulin for a known diabetic. Drugs and medicines are limited to those approved
for general use by humans (other than testing) by the U.S. Food and Drug
Administration.

d. Outpatient treatment. Such outpatient treatment as may be appropriate
to the treatment and habilitation of the handicapped person related to the
handicapping condition is coverable. Such services include, but are not limited to,
physical therapy, occupational therapy, vocational training, speech therapy, and
special educational services.

e. Home treatment. Certain services authorized by this section may be
provided to the handicapped person in the home if that setting is considered the
most reasonable and appropriate. Such services include, but are not limited to,
physical therapy, occupational therapy, vocational training, speech therapy, and
special educational services.

f. Institutional care (inpatient). Institutional care within the PFTH is
primarily long-term residential (inpatient) care for the handicapped person in
private nonprofit, public, or state ino'itutions and facilities. Such institutions
include, but are not limited to, schools for the deaf and blind and institutions for
physically or mentally handicapped persons.

g. Special optical devices. Certain special optical devices necessary to
ameliorate the handicapping condition are covered, but are limited to the following:

(1) Contact lenses necessary to correct a visual handicap that
qualifies under paragraph E.2.a. of this chapter.

(2) Subnormal visual corrective devices such as telescopic and

isoiconic lenses.

(3) Optical aids such as hand-held optical devices for reading.

h. Prosthetic devices and orthopedic appliances. Prosthetic devices and
orthopedic appliances that are needed to correct or overcome a physical disability
are covered. This includes artificial limbs and orthopedic braces.

i. Professional services. The services of a wide variety of both medical
and educational professionals are covered. Their services may be provided either on
an inpatient or an outpatient basis subject to the following criteria:

(1) Services of professional personnel include, but are not limited
to, the services of physicians, dentists, optometrists, speech pathologists,
audiologists, physical therapists, occupational therapists, and nurses. Such
professional personnel must be licensed within the jurisdiction in which the
services are provided and must otherwise be in compliance with applicable federal
and state laws regarding the practice of their specialty. Where there is no license
requirement, they must be eligible for membership in the state or national
association setting the standards for their respective group.
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(2) Services of teachers of the handicapped who meet the stand-
ards of the school system in the jurisdication in which located and who provide
special education such as, but not limited to, remedial reading, speech training, or
special classes for seriously physicall:, handicapped or moderately or severely
mentally retarded children.

(3) Services of vocational instructors who teach physically
handicapped or mentally retarded persons a trade or occupation, for example,
teaching a blind person to be a mechanic or typist. These instructors must meet the
standards of the school system.where the training is being conducted.

(4) The Direct'or, OCHAMPUS, or a designee, is the final authority
whether a professional (either a person or a class) is approved as an authorized
professional provider under the PFTH.

j. Related therapy. Therapy, such as family counseling, for parents of a
handicapped child is authorized when needed as an integral part of the treatment for
the child, as determined by the Director, OCHAMPUS, or a designee, and approved as a
part of the management plan.

k. Special tutoring. Tutoring by qualified tutors provided on an
outpatient basis or in the patient's home to dependents who are either physically
handicapped or moderately or severely mentally retarded is an authorized benefit.
Tutors must meet qualifications outlined in subparagraphs H.2.i.(l), (2), (3), and
(4), above. Private tutoring to supplement a public education or special education
enhancement programs, or a training program for a child temporarily disabled due to
acute illness or injury, is not covered under the PFTH.

1. Su gery.gand medical care. When necessary to treat or correct a
handicapping condition as defined in this chapter by the terms "mental retardation"
(moderate or severe) or "serious physical handicap," surgery
and medical care may be authorized either on an inpatient or outpatient basis. When
appropriate and approved as a part of the management plan, this may include
authorized adjunctive dental care.

m. Training and special education

(1) Education or training needed to alleviate, overcome, or adjust to
a serious physical handicap or moderate or severe mental retardation is an
authorized benefit, provided it is included as a part of the approved management
plan. This includes, but is not limited to, remedial reading, speech training, use
of artificial aids, and education provided physically handicapped and mentally
retarded persons on either an inpatient or outpatient basis.

(2) Training and special education also includes special vocational
training or education wherein a physically handicapped or mentally retarded person
is taught a trade or occupation to aid in overcoming or adjusting to his or her
condition (such as teaching a blind persnn to be a mechanic or typist), but in no
event beyond the high school level.
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n. Transportation

(1) Transportation is authorized for medically eligible handicapped
dependents by government, commercial, public, or private means to and from approved
facilities in which the dependent is to receive or has received institutional care
for which benefits have been approved under the PFTH. Transportation must be
necessary and justified by the attending physician.

(2) Transportation benefits may be requested in conjunction with an
application for other benefits under the PFTH, or a request for approval of
transportation benefits may be submitted separately.

(3) If other than local public transportation or transportation by
privately owned vehicles is to be used, a request for approval must be supported
with evidence that a less expensive means of transportation is not available, or
that the means to be used is medically necessary.

(4) With respect to local transportation, if more than two round
trips daily are necessary, supporting justification must be submitted. In every
instance when government transportation is available, it must be used.

(5) When distant transportation is medically necessary, government
transportation, when available, shall be used. Under very unusual circumstances, if
determined to be medically necessary and also certified by the attending physician,
transportation for a medicil attendent may be approved.

o. Transportation restrictions

(1) Transportation benefits are subject to the $1,000 per month
limitation on government cost under the PFTH and must be applied during the month
the transportation actually occurs. The cost may not be prorated over a period of
months. Any transportation cost shall be added to any other cost of care under the
PFTH for that month.

(2) Reimbursement for travel costs will be made on the basis of
actual transportation costs when transportation is by privately owned vehicle or the
ticket costs in the case of other kinds of travel, plus other reasonable
transportation costs, such as airport limousine, in connection with medically
necessary air travel. Receipted bills must be obtained for any transportation costs
not covered by a ticket. The cost of meals, motels, and tips that may be related to
transportation is not an authorized benefit.

(3) When commercial transportation is used, the least expensive form
only is authorized, such as coach or tourist class rather than first-class
accommodations. Travel outside the United States is not authorized.

(4) Transportation is payable only to or from a public or private
nonprofit facility. Transportation costs to or from a proprietary facility will not
be paid.
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(5) Carpooling will be required whenever possible when two Qi: more
handicapped dependents are seeking reimbursement of travel costs by private vehicle
to and from the same location. Only the owner or operator of the vehicle used in
the carpool may be reimbursed. Reimburs;ement is limited to actual transportation
costs or $0.155 per mile, whichever is lower.

I. UTILIZATION REVIEW AND QUALITY ASSURANCE

It is the intent of this Regulation that before any benefits may be extended,
any services and supplies furnished by any provider shall be subject to utilization
review and quality assurance standards, norms, and criteria issued by the Director,
OCHAMPUS, or a designee.

J. GENERAL LIMITATIONS

All services and treatment received under the PFTH must be in connection with
the handicapping condition. Medical or surgical services required, but not in
connection with the handicapping condition, can be considered for benefits under the
Basic Program. In such a situation, the active duty service member is responsible
for cost-sharing under both programs. The following services are not covered under

the PFTH!

1. Academic education. Specialized academic education for those with
educational or learning disabilities, normally provided in a public school system or
institution of higher learning, is not covered under the PFTH. These learning
disabilities include dyslexia, perceptual handicaps, hyperkinetic behavior syndrome,
neurological dysfunction, reading disability, and minimal brain dysfunction. (This
does not exclude learning disabilities that are derived from or related to moderate
or severe mental retardation or a serious physical handicap.)

2. Alterations. Alterations to living space and permanent fixtures attached
thereto, even when necessary to accommodate installation of covered durable
equipment or to facilitate entrance or exit, are not authorized for payment under
the PFTH.

3. Homemaker, sitter or companion services. Homemaker, sitter, or companion
services are not covered.

4. Dental care. Dental care, except as adjunctive dental care required in the
treatment of a handicapping condition, is not authorized. Orthodontic treatment is
not authorized under any circumstance.

5. Nonapproved drugs and medications. Drugs and medications not approved for
general use by humans by the U.S. Food and Drug Administration, whether or not
legally available outside the United States. However, if a drug or medicine is
listed in the U.S. Pharmacopeia or the National Formulary and requires a
prescription, it is not excluded by this provision even if it is under investigation
by the U.S. Food and Drug Administration as to its effectiveness.
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NOTE: In areas outside the United States, standards similar to those of the
U.S. Food and Drug Administration is the CHAMPUS objective.

6. Outside the United States. Facilities outside the United States are not
eligible as approved facilities under the PFTH, regardless of whether otherwise
qualified. In addition, any excursions outside the United States are not covered
even though part of a program offered by an approved facility is in the United
States.

K. AUTHORITY TO DETERMINE ELIGIBILITY UNDER PFTH

The Director, OCHAMPUS, or a designee, is authorized to review a Basic Program
case and make a determination that the particular beneficiary meets the definition
of a moderately or severely retarded or seriously physically handicapped dependent
as set forth in sections D. and E. of this chapter, whether or not an application
for benefits under the PFTH has been submitted by the sponsor. In such event, the
Director, OCHAMPUS, or designee, will notify the sponsor that benefits for services
or supplies related to the handicapping condition or conditions are no longer
available under the Basic Program (except under those circumstances specifically set
forth in this chapter), and further, that the Basic Program case will be transferred
to the PFTH as of the 1st day of the 2nd month following the date of such notice.

L. IMPLEMENTING INSTRUCTIONS

The Director, OCHAMPUS, or a designee, shall issue CHAMPUS policies,
instructions, procedures, guidelines, standards, and criteria as may be necessary to
implement the intent of this chapter.
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CHAPTER 6
AUTHORIZED PROVIDERS

A. GENERAL

This chapter sets forth general policies and procedures tnat are the basis
for the CHAMPUS cost-sharing of medical services and supplies provided by
institutions, individuals, or other types of providers. Providers seeking
payment from the Federal Government through programs such as CHAMPUS have a
duty to familiarize themselves with, and comply with, the program requirements.

1. Listing of provider does not guarantee payment of benefits. The fact
that a type of provider is listed in this chapter is not to be construed to
mean that CHAMPUS will automatically pay a claim for services or supplies
provided by such a provider. The provider who actually furnishes the
service(s) must, in fact, meet all licensing and other requirements established
by this Regulation to be an authorized provider; the provider must not be the
subject of sanction under Chapter 9; and, cost-sharing of the services must not
otherwise be prohibited by this Regulation. In addition, the patient must in
fact be an eligible beneficiary and the services or supplies billed must be
authorized and medically necessary, regardless of the standing of the provider.

2. Outside the United States or emergency situations within the United
States. Outside the United States or within the United States and Puerto Rico
in emergency situations, the Director, OCHAMPUS, or a designee, after review of
the facts, may provide payment to or on behalf of a beneficiary who receives
otherwise covered services or supplies from a provider of service that does not
meet the standards described in this Regulation.

NOTE: Only the Secretary of Defense, the Secretary of Health and Human
Services, or the Secretary of Transportation, or their designees,
may authorize (in emergency situations) payment to civilian
facilities in the United States that are not in compliance with
title VI of the Civil Rights Act of 1964 (reference (z)). For
the purpose of the Civil Rights Act only, the United States
includes the 50 states, the District of Columbia, Puerto Rico,
Virgin Islands, American Samoa, Guam, Wake Island, Canal Zone,
and the territories and possessions of the United States.

3. Dual compensation/conflict of interest. Title 5, United States Code,
section 5536 (reference (bb)) prohibits medical personnel who are active duty
Uniformed Service members or civilian employees of the Government from
receiving additional Government compensation above their normal pay and
allowances for medical care furnished. In addition, Uniformed Service members
and
civilian employees of the Government are generally prohibited by law and
agency regulations and policies from participating in apparent or actual
conflict of interest situations in which a potential for personal gain
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exists or in which there is an appearance of impropriety or incompatibility
with the performance of their official duties or responsibilities. The
Departments of Defense, Health and Human Services, and Transportation have a
responsibility, when disbursing appropriated funds in the payment of CHAMPUS
benefits, to ensure that the laws and regulations are not violated. Therefore,
active duty Uniformed Service members (including a reserve member while on
active duty) and civilian employees of the United States Government shall not
be authorized to be CHAMPUS providers. While individual employees of the
Government may be able to demonstrate that the furnishing of care to CHAMPUS
beneficiaries may not be incompatible with their official duties and
responsibilities, the processing of millions of CHAMPUS claims each year does
not enable Program administrators to efficiently review the status of the
provider on each claim to ensure that no conflict of interest or dual
compensation situation exists. The problem is further complicated given the
numerous interagency agreements (for example, resource sharing arrangements
between the Department of Defense and the Veterans Administration in the
provision of health care) and other unique arrangements which exist at
individual treatment facilities around the country. While an individual
provider may be prevented from being an authorized CHAMPUS provider even though
no conflict of interest or dual compensation situation exists, it is essential
for CHAMPUS to have an easily administered, uniform rule which will ensure
compliance with the existing laws and regulations. Therefore, a provider who
is an active duty Uniformed Service member or civilian employee of the
Government shall not be an authorized CHAMPUS provider. In addition, a
provider shall certify on each CHAMPUS claim that he/she is not an active duty
Uniformed Service member or civilian employee of the Government.

4. For-profit institutions excluded under the Program for the Handicapped
(PFTH). 10 U.S.C. 1079(d)(4) (reference (a)) precludes payment of benefits
under the PFTH for otherwise covered services and supplies provided by a
for-profit institution (refer to Chapter 5 of this Regulation).

5. Utilization review and quality assurance. Providers approved as
authorized CHAMPUS providers have certain obligations to provide services and
supplies under CHAMPUS which are (i) furnished at the appropriate level and
only when and to the extent medically necessary under the criteria of this
Regulation; (ii) of a quality that meets professionally recognized standards of
health care; and, (iii) supported by adequate medical documentation as may be
reasonably required under this Regulation by the Director, OCHAMPUS, or a
designee, to evidence the medical necessity and quality of services furnished,
as well as the appropriateness of the level of care. Therefore, the
authorization of CHAMPUS benefits is contingent upon the services and supplies
furnished by any provider being subject to pre-payment or post-payment
utilization and quality assurance review under professionally recognized
standards, norms, and criteria, as well as any standards or criteria issued by
the Director, OCHAMPUS, or a designee, pursuant to this Regulation. (Refer to
Chapters 4, 5, and 7 of this Regulation.)
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6. Providerrequired. In order to be considered for benefits, all services
and supplies shall be rendered by, prescribed by, or furnished at the direction of,
or on the order of a CHAMPUS-authorized provider practicing within the scope of his
or her license.

7. PartiCilpating provider. Under CHAMPUS, authorized professional providers
and institutional providers other than hospitals have the option of participating on
a claim-by-claim basis. Participation is required for inpatient claims only for
hospitals which are Medicare-participating providers. Hospitals which are not
Medicare-participating providers but which are subject to the CHAMPUS DRG-based
payment system in subsection A.l. of Chapter 14 or the CHAMPUS mental health per
diem payment system in subsection A.2. of Chapter 14 must sign agreements to
participate on all CHAMPUS inpatient claims in order to be authorized providers
under CHAMPUS. All other hospitals may elect to participate on a claim-by-claim
basis. Participating providers must indicate participation by signing the
appropriate space on the applicable CHAMPUS claim form and submitting it to the
appropriate CHAMPUS fiscal intermediary on behalf of the beneficiary. In the case
ot an institution or medical supplier, the claim must be signed by an official
having such authority. This certifies that the provider has agreed to accept the
CHAMPUS-determined allowable charge or cost as payment in full for the medical
services and supplies listed on the specific claim form; and has agreed to accept
the amount paid by CHAMPUS or the CHAMPUS payment combined with the ýost-sharing and
deductible amounts paid by. or on behalf of, the beneficiary as full payment for the
covered medical services and supplies.

8. Limitation to authorizeO institutionai. povider des ignation. Authorized
institutional provider status granted to a specific institutional provider applicant
does not extend to any institution-affiliated provider, as defined in Chapter 2 of
this Regulation, of that specific applicant.

9. Authorized provider. A hospital or institutional provider, physician, or
other individual professional provider, or other provider of services or supplies
specifically authorized in this chapter to provide benefits under CHAMPUS. In
addition, to be an authorized CHAMPUS provider, any hospital which is a CHAMPUS
participating provider under Section A.7. of this chapter, shall be a participating
provider for all care, services, or supplies furnished to an active duty member of
the uniformed services for which the active duty member is entitled under title 10,
United States Code, section 0074(c). As a participating provider for active duty
members, the CHAMPUS authorized hospital shall provide such care, services, and
supplies in accordance with the payment rules of Chapter 16. The failure of any
CHAMPUS participating hospital to be a participating provider for any active duty
member subjects the hospital to termination of the hospital's status as a CHAMPUS
authorized provider for failure to meet the qualifications established by this
chapter.

B. I|ISTITUTIONAL PROVIDERS

I. Gene r_.al. Institutional providers are those providers who bill for services
in the name of an organizatiornal entity (such as hospital and skillpd nursing
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faci lity) , rat her than ii the name of a person. The term ".inst-itutti'inal provider"
does not include professional corporations or associations qualifying as a domestic
corpoiation under section 301.7701-5 of the Internal Revenue Service Regulations
(reference (cc)), nor does it inc:ludIe other corporations that provide principally
prnfessiL;z-.l services. Inst it utionial providers iz.ay provide medical services anid
supplies on either an inpatient or outpatient basis.

a. Preauthorization. The Director, OCHAMPUS, roserves the right to
require pieauthoi izat ion for almission to inpat ient facilities. Refer to Chapter 4,
subsection A.11. , for information on pieauthorizat ion.

1). Billing practices.

(1) Each institutional hilling, including those institutions
subIjec:t to the CHAMPUS DRG-based reimbursement method or a CHAMPUS-determined
all-inclusive rate reimbursement method, must be itemized fuilly and sufficiently
descriptive for the CHAMPUS to nake a determination of ben2:zits.

(2) Institutional claiwF subject to the CHAMPUS' DRC-hased
r-eimbursement met hod or a CHiAMPUS-i1etzrinitied all- inc lus ive rate r~eimbursemient
method. may he subhmitted only after the beneficiary has been discharged Or
transferred from the institutional Jpr(2'tller's facility or program.

(3) Institutional claims for Residential Treatment Centers and
all other instituti-ial providers, except those listed in subparagraph (2) above,
should be submit~teo - tne appLopriate CHAMPUS fiscal intermediary at least every 30
days.

2. rlold iS.: tininat-ion policy. Except as provided below, payment may niot he
made f ,r inpa tien t or outpat.i ent care provided and[ biIlled býy an inst itutionalI
p~rnvi(I-r found hy the Federal Government to practice discrimination in the admission
of pat-ients to its services on the basis of race, color, or national origin.
P'-illhuzsemenit. may not be made to a I- nefi-i arv who pays for care provided by such a
faci lity and submit-s a claim) for reinflhotsement . In the foll owing circumstances, the
Secretary of Defense, or a designee, niiy authorize payment for care obtained in an
iuilp Igiblie fa A(11;t Y:

a. Eme tgeniicy (atare. Emergency inip& ient or outpatient calte.

1). Care rendered b,-orel-ýnding of _a _violation. Care- initiatepd before a
finding ot a yin lot ionf and wh ich contiflt~es after sutch violation when it, is
determinedl that a ' haiigl in th- It ueat...,, fa( il it y would be det riniental to the
helc thI of t lie pat ient- and the at tending p)hyscjalO( f e

OtHer '-- ility lnot available. ('Are prov ided in an ineligi ble facility
hecau':P an eligibl- tacil ity is not available within a reasonable distance.

3 . P rnrlFd'ires to r (ialif y tg asq a CHAH PU -1 )p 1 ro v ,d ui rFt it U t. iona I provider.
Gerniea I all '411 j-11 ho';j it al "Ifewi- wet tug the quial iftat inns (not fled in
paq)agi aplh B. 4-. a, h_. and I ., ot this -hipt er ate not if-ilured to tequest. CIIAMPUS
approvalI f Iininal Iy.
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a. JCAHO accreditation s -ta -tu -s . Each CHAMPUS fiscal intermediary shall
keep informed as to the current JCAHO accreditation status of all hospital-. and
skilled nursing facilities in its area. and the provider's status under Medicare,
particularly with regard to compliance with title VI of the Civil Rights Act of 1964
(421 U.S.C. 2000d(l) ). The Director, C)CHM!PtJS, or a designee, shall e.pecitical ly
approve all other authorized institutional providers providing services to CHAMPLIF
beneficiaries. At the discretion of t~he Director, OCHAMPUS, any facility that is
certified and participating as a provider of services tinder title XVIII of the
Social Security Act (Medicare), may be deemed to meet CHA14PUS requirements. Tb.
facility must be providing a type andi level of service that is authorized by this
Regulation.

b. Required to co py~with criteria. Facilities seeking CHAMPUS approval
will be expected to comply with appropriate criteria set for-th in subsection 13.4. ot
this chapter. An onsite evaluatient, --ither scheduled or unscheduled, may bf-
conducted at the discretion of the Direc tor. OCHAMPUS, or a designee. The final
determination regarding approval, reapptoval, or disapproval of a facility will I)(-
provided in writing to the facility and, the appropriate CHAMPUS fiscal int~ermedliamy.

U. Not~ice of _peerre~v~iew_ righ-ts. All health care facilities subject to
the DRG-based payment system shall provide CHAMPUS beneficiaries, upon admission.
with information about peer revie-w including their appeal rights. Thle nIt ices
shall he in a form specified by the Director, OCHAMPTIS.

d. Stirveyingot facilit~ie.s. The surveying of newly estabtishled
~i i it i tot iona I provider-- andi the p-r jod ic resurveyi ng of all autimorized in!,(I itittjonal
li~oviders is a continuing process conducted by OCHAMPUS.

e . Institut~ions ne~t in Compl1iance with CHAMPUS standards . if a
determination is made that an institution is not in compliance with one or more oIF
the standards applicable to its specifir category of institut ion, OCHAMPUS !shall
take immediate steps to bring about compliance or terminate the approval as anl
aut.h(Friz.-d institUtion in accordance with Chapter 9.F. 2.

f. Part ic ip at -ion agre-ement-s_ re~quiited- for__somethospitals -which. are- not,
Medcar-p~ticp~~ng.Notwithst~arding the- provisions ot this paragraph E- 3., a

hospit~al which is subject to the CHAM'PUS I)RG-bas-d p~ayment system but which is not
Medic are-pa rt ic ilia ting hospital imu!;t re~quest and sign an agreemen-t-t with OCHAIIPUS.
By signing the agreeme-nt, the hosipitalf agrees, to participat- e)n all CHAMPU.5
inpati ent c laims and accept the re'tol v'niFentq for a part. c ipat ing proivider a,,
conitafined in subsec tion A .7. Of thli. hp '- Fa ilutie to sign such~ at) a g re.'menl

shall disqualify such hos;pital as a f:A~~~apjv.iinsti totijenal pieovidpi

4. Categories o)f i ti t ol p . VI " Tit- f-I - t'-4 r, If-j-'1 j- * (

tI t j t .itot i()iaE jI L pt ee q id-' '. Ml f-.. -P' ' ~ j I - i, it-t tr

hilenet iia Li Ps tmj' te ar T r I T I I .rf i~ r I I~ I I Ft

exclllu ionexi 'peci f iPc ()I -'oniinwi;,t it f )i 1 , -o t r-



a. Hospitals. acute care,_general and special. An institution that
provides inpatient services, that also may provide outpatient services (including
clinical and ambulatory surgical services), and that:

(1) Is engaged primarily in providing to inpar.ients, by or under
the supervision of physicians, diagnostic and therapeutic services for the medical
or surgial diagnosis and treatment of illness, injury, or bodily malfunction
(includiig maternity).

(2) Maintains clinical records on all inpatients (and
outpatients if the facility operates an outpatient department or emergency room).

(3) Has bylaws in effect with respect to its operations and
medical staff.

(4) Has a requirement that every patient be under the care of a
physician.

(5) Provides 24-hour nursing service rendered or supervised by a
registered professional nurse, and has a licensed practical nurse or registered
professional nurse on duty at all times.

(6) has in effect a hospital utilization review plan that is
operational and functioning.

(7) In the case of an institution in a state in whih state or
applicable local law provides for the licensing of hospitals, the hospital:

(a) Is licensed pursuant to such law, or

(b) Is approved by the agency of such state or locality
responsible for licensing hospitals as meeting the standatds established for such
licensing.

(8) Has in effect an operating plan and budget.

(9) Is accredited by the JCAHO or meets such other requirements
as the Secretary of Health and Human Services or the Secretary of Defense finds
necessary in the interest of the health and safety of patients who are admitted to
and furnished services in the institution.
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b. Liver transplantation centers.

(1) CHAMPUS shall provide coverage for liver transplantation
procedures performed only by experienced transplant surgeons at centers complying
with the provisions outlined in paragraph B.4.a. of this section and meeting the
following criteria:

(a) The center is a tertiary care facility affiliated with an
academic health center. The center must have accredited programs in graduate
medical education related to the function of liver transplantation such as internal
medicine, pediatrics, surgery, and anesthesiology;

(b) The center has an active solid organ transplantation program
(involving liver transplants as well as other organs);

(c) The transplantation center must have at least a 50 percent
one-year survival rate for ten cases. At the time CHAMPUS approval is requested,
the transplant center must provide evidence that at least ten liver transplants have
been performed at the center and that at least 50 percent of those transplanted
patients have survived one year following surgery. A 50 percent one-year survival
rate for all subsequent liver transplantations must be maintained for continued
CHAMPUS approval;

(d) The center has allocated sufficient operating room, recovery
room, laboratory, and blood bank support and a sufficient number of intensive care
and general surgical beds and specialized staff for these areas;

(e) The center participates in a donor procurement program and
network;

(f) The center systematically collects and shares data on its
transplant program;

(g) The center has an interdisciplinary body to determine the
suitability of candidates for transplantation on an equitable basis;

(h) The transplantation surgeon is specifically trained for
liver grafting and must assemble and train a team to function whenever a donor liver
is available;

(i) The transplantation center must have on staff board eligible
or board certified physicians and other experts in the field of hepatology,
pediatrics, infectious disease, nephrology with dialysis capability, pulmonary
medicine with respiratory therapy support, pathology, immunology, and anesthesiology
to complement a qualified transplantation team;

(j) The transplantation center has the assistance of appropriate
microbiology, clinical chemistry, and radiology support;

(k) The transplantation center has blood bank support to
accommodate normal demands and the transplant procedure; and
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(1) The transplantation center includes the availability of
psychiatric and social services support for patients and family.

(2) In order to receive approval as a CHAMPUS authorized liver
transplant center, a center must submit a request to the Director, OCHAMPUS, or a
designee. The CHAMPUS authorized liver transplant center Phall agree to the
following:

(a) Bill for all services and supplies related to the liver
transplantation performed by its staff and bill also for services rendered by the
donor hospital following declaration of brain death and after all existing legal
requirements for excision of the donor organ have been met; and

(b) The center shall agree to submit all charges on the
basis of fully itemized bills. This means that each service and supply and the
charge for each is individually identified.

c. Heart transplantation centers.

(1) CHAMPUS shall provide coverage for heart transplantation
procedures performed only by experienced transplant surgeons at centers complying
with provisions outlined in paragraph B.4.a. of this section and meeting the
following criteria:

(a) The center has experts in the fields of cardiology,
cardiovascular surgery, anesthesiology, immunology, infectious disease, nursing,
social services and organ procurement to complement the transplant team;

(b) The center has an active cardiovascular medical and surgical
program as evidenced by a minimum of 500 cardiac catheterizations and coronary
arteriograms and 250 open heart procedures per year;

(c) The center has an anesthesia team that is available at all
times;

(d) The center has infectious disease services with both the
professional skills and the laboratory resources that are needed to discover,
identify, and manage a whole range of organisms;

(e) The center has a nursing service team trained in the
hemodynamic support of the patient and in managing immunosuppressed patients;

(f) The center has pathology resources that are available for
studying and reporting the pathological responses of transplantation;

(g) The center has legal counsel familiar with transplantation
laws and regulations;

(h) Tie commitment of the transplant center must le at all
levels and broadly evident throughout the facility;
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(i) Responsible team members must be board certified or board
eligible in their respective disciplines;

(j) Component team-; must he integrated into a comprehensive
transplant team with clearly defined leadership and responsibility;

(k) The center has adequate social service resources;

(I) The transplant center must comply with applicable State
transplant laws and regulations;

(m) The transplant center must safeguard the rights and privacy
of patients;

(n) The transplant center must have adequate patient management
plans and protocols;

(o) The center participates in a donor procurement program and
network;

(p) The center systematically collects and shares data on its
transplant program;

(q) The center has an interdisciplinary body to determine the
suitability of candidates for transplantation on an equitable basis;

(r) The center has extensive blood bank support;

(s) The center must have an established heart transplantation
program with documented evidence of 12 or more heart transplants in each of the two
consecutive preceding 12-month periods prior to application and 12 heart transplants
prior to that; and.

(t) The center must demonstrate actuarial survival rates of 73
percent for one year and 65 percent for two years for patients who have had heart
transplants since January 1, 1982, at that facility.

(2) CHAMPUS approval will lapse if either the number of heart
transplants falls below 8 in 12 months or if the one-year survival rate falls below
60 percent for a consecutive 24-month period.

(3) CHAMPUS-approval may also be extended for a heart transplant
center that meets other certification or accreditation standards provided the
standards are equivalent to or exceed the criteria listed above and have been
approved by the Director, OCHAMPUS.

(4) In order to receive approval as a CHAMPUS heart transplant
center, a facility must submit a request to the Director. OCHAHPUS, IL a designee.
The CHAMPUS-authorized heart transplant center shall agree to the following:

(a) Bill for all servires and supplies related to the heart
transplantation performed by its staff and bill also for seivices
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rendered by the donor hospital following declaration of brain death;

(b) Submit all charges on the basis of fully itemized bills.
Each service and supply must be individually identified and the first claim
submitted for the heart transplantation must include a copy of the admission history
and physical examination; and

(c) Report any significant decrease in the experience level or
survival rates and loss of key members of the transplant team to the Director,
OCHAMPUS.

d. Hospitals, psychiatric. A psychiatric hospital is an institution
which is engaged primarily in providing services to inpatients for the diagnosis and
treatment of mental disorders.

(1) There are two major categories of psychiatric hospitals:

(a) The private psychiatric hospital category includes both
proprietary and the not-for-profit nongovernmental institutions.

(b) The second category is those psychiatric hospitals that are
controlled, financed, and operated by departments or agencies of the local, state,
or Federal Government and always are operated on a not-for-profit
basis.

(2) In order for the services of a psychiatric hospital to
be covered, the hospital shall comply with the provisions outlined in paragraph
B.4.a. of this chapter. All psychiatric hospitals shall be accredited by
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the JCAHO in order for their services to be cost-shared under CHAMPUS. In the case
of those psychiatric hospitals that are not JCAHO-accredited because they have not
been in operation a sufficient period of time to be eligible to request an
accreditation survey by the JCAHO, the Director, OCHAMPUS, or a designee, may grant
temporary approval if the hospital is certified and participating under Title XVIII
of the Social Security Act (Medicare, Part A). This temporary approval expires 12
months from the date on which the psychiatric hospital first becomes eligible to
request an accreditation survey by the JCAHO.

(3) Factors to be considered in determining whether CHAMPUS will
cost-share care provided in a psychiatric hospital include, but are not limited to,
the following considerations:

(a) Is the prognosis of the patient such that care provided will
lead to resolution or remission of the mental illness to the degree that the patient
is of no danger to others, can perform toutine daily activities, and can be expected
to function reasonably outside the inpatient setting?

(b) Can the services being provided be provided more economi-
cally in another facility or on an outpatient basis?

(c) Are the charges reasonable?

(d) Is the care primarily custodial or domiciliary?
(Custodial or domiciliary care of the permanently mentally ill or retarded is not a
benefit under the Basic Program.)

e. Hospitals, long-term (tuberculosis, chronic care, or rehabilitation).
To be considered a long-term hospital, an institution for patients that have
tuberculosis or chronic diseases must be an institution (or distinct part of an
institution) primarily engaged in providing by or under the supervision of a
physician appropriate medical or surgical services for the diagnosis and active
treatment of the illness or condition in which the institution specializes.

(1) In order for the service of long-term hospitals to be covered,
the hospital must comply with the provisions outlined in paragraph B.4.a. of this
chapter. In addition, in order for services provided by such hospitals to be
coverable by CHAMPUS, they must be primarily for the treatment of the presenting
illness.

(2) Custodial or domiciliary care is not coverable under CHAMPUS,
even if rendered in an otherwise authorized long-term hospital.

(3) The controlling factor in determining whether a beneficiary's
stay in a long-term hospital is coverable by CHAMPUS is the level of professional
care, supervision, and skilled nursing care that the beneficiary requires, in
addition to the diagnosis, type of condition, or degree of functional limitations.
The type and level of medical services required or rendered is controiling for
purposes of extending CHAMPUS benefits: not the type of provider or condition of the
beneficiary.
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f. Skilled nursing facility. A skilled nursing facility is an
institution (or a distinct part of an institution) that is engaged primarily
in providing to inpatients medically necessary skilled nursing care, which is
other than a nursing home or intermediate facility, and which:

(1) Has policies that are developed with the advice of (and with
provisions for review on a periodic basis by) a group of professionals, in-
cluding one or more physicians and one or more registered nurses, to govern the
skilled nursing care and related medical services it provides.

(2) Has a physician, a registered nurse, or a medical staff
responsible for the execution of such policies.

(3) Has a requirement that the medical care of each patient must
be under the supervision of a physician, and provides for having a physician
available to furnish necessary medical care in case of an emergency.

(4) Maintains clinical records on all patients.

(5) Provides 24-hour skilled nursing service that is sufficient
to meet nursing needs in accordance with the policies developed as provided in
subparagraph B.4.f.(1), above, and has at least one registered professional nurse
employed full-time.

(6) Provides appropriate methods and procedures for the
dispensing and administering of drugs and biologicals.

(7) Has in effect a utilization review plan that is operational
and functioning.

(8) In the case of an institution in a state in which state or
applicable local law provides for the licensing of this type facility, the
institution:

(a) Is licensed pursuant to such law, or

(b) Is approved by the agency of such state or locality
responsible for licensing such institutions as meeting the standards
established for such licensing.

(9) Has in effect an operating plan and budget.

(10) Meets such provisions of the most current edition of the
Life Safety Code (reference (dd)) as are applicable to nursing facilities;
except that if the Secretary of Health and Human Services has waived, for
such periods, as deemed appropriate, specific provisions of such code which,
if rigidly applied, would result in unreasonable hardship upon a nursing
facility.

g. Residential treatment centers. A residential treatment center
(RTC) is a facility, or distinct part of a facility, that provides to children
and adolescents under the age of 21, a total, 24-hour therapeutically planned
group living and learning situation where distinct and individualized
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psychotherapeutic interventions can take place. Residential treatment is a specific
level of care to be differentiated from acute, intermediate and long-term hospital
care, where the least restrictive enviionment is maintained to allow for
normalization of the patient's surroundings. The RTC must be both physically and
programmatically distinct if it is a part or subunit of a larger treatment program.
An RTC is organized and professionally staffed to provide residential treatment of
mental disorders to children and adolescents who have sufficient intellectual
potential to respond to active treatment (that is, for whom medical opinion or
medical evidence can reasonably conclude that treatment of the mental disorder will
result in an improved ability to function outside the RTC), for whom outpatient,
partial hospitalization or other level of inpatient treatment is not appropriate,
and for whom a protected and structured environment is medically or psychologically
necessary.

(1) In order for the services of an RTC to be authorized, the RTC
shall:

(a) Be accredited by the Joint Commission on Accreditation of
Healthcare Organizations under the Consolidated Standards Manual for Child,
Adolescent, and Adult Psychiatric, Alcoholism, and Drug Abuse Facilities and
Facilities Serving the Mentally Retarded;

(b) Comply with the CHAMPUS Standards for Residential Treatment
Centers Serving Children and Adolescents with Mental Disorders, as issued by the
Director, OCHAMPUS;

(c) Have entered into a Participation Agreement with OCHAMPUS
within which the RTC agrees, in part, to:

1 Render residential treatment center inpatient services to
eligible CHAMPUS beneficiaries in need of such services, in accordance with the
participation agreement and the CHAMPUS regulation;

2 Accept payment for its services based upon the
methodology provided in Chapter 14, paragraph E, or such other method as determined
by the Director, OCHAMPUS;

3 Accept the CHAMPUS all-inclusive per diem rate as payment
in full and collect from the CHAMPUS beneficiary or the family of the CHAMPUS
beneficiary only those amounts that represent the beneficiary's liability, as
defined in Chapter 4, and charges for services and supplies that are not a benefit
of CHAMPUS;

4 Make all reasonable efforts acceptable to the Director,
OCHAMPUS, to collect those amounts which represent the beneficiary's liability, as
defined in Chapter 4;

5 Comply with the provisions of Chapter 8. and submit
claims first to all health insurance inverage to which the [eneficiarx' ic ýntitled
that is primary to CHAMPUS;

6 Submit claims for services provided to CHAtIFITS
beneficiaries at least every 30 days. If claims are not submitted at least every 30
days, the RTC agrees not to bill the beneficiary or the beneficiary's tamily any
amounts disallowed by CHAMPUS:
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7 Designate an individual who will act as liaison for
CHAMPUS inquiries. The RTC shall inform OCHAMPUS in writing of the designated
individual;

8 Furnish OCHAMPUS with cost data certified to by an
independent accounting firm or other agency as authorized by the Director, OCHAMPUS;

9 Grant the Director, OCHAMPUS, or designee, the right to
conduct quality assurance audits or accounting audits with full access to patients
and records to determine the quality and cost-effectiveness of care rendered. The
audits may be conducted on a scheduled or unscheduled (unannounced) basis. This
right to audit/review includes, but is not limited to:

a Examination of fiscal and all other records of the RTC
which would confirm compliance with the participation agreement and designation as
an authorized CHAMPUS RTC provider;

b Conducting such audits of RTC records including
clinical, financial, and census records, as may be necessary to determine the nature
of the services being provided, and the basis for charges and claims against the
United States for services provided CHAMPUS beneficiaries;

c Examining reports of evaluations and inspections
conducted by federal, state and local government, and private agencies and
organizations;

d Conducting on-site inspections of the facilities of
the RTC and interviewing employees, members of the staff, contractors, board
members, volunteers, and patients, as required;

e Audits conducted by the United States General
Accounting Office.

(d) Be licensed and operational for a minimum period of six
months.

(2) The RTC shall not be considered to be a CHAMPUS-authorized
provider and CHAMPUS benefits shall not be paid for services provided by the RTC
until the date the participation agreement is signed by the Director, OCHAMPUS, or a
designee.

(3) Even though an RTC may qualify as a CHAMPUS-authorized provider
and may have entered into a participation agreement with CHAMPUS, payment by CHAMPUS
for a particular admission is contingent upon certain conditions:

(a) The child seeking admission is suffering from a mental
disorder which meets the diagnostic criteria of the DSM-III and meets the CHAMPUS
definition of a mental disorder in Chapter 2.
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(b) The child meets the criteria for admission to an RTC issued
by the Director, OCHAMPUS.

(c) A psychiatrist or other physician or a clinical psychologist
shall recommend that the child be admitted to the RTC.

(d) A psychiatrist or a clinical psychologist shall direct the
development of the child's treatment plan.

(e) All services shall be provided by or under the supervision
of a qualified mental health provider (refer to paragraph C.3.i. of Chapter 4).

(f) The child's admission to the RTC is authorized by CHAMPUS,
or a designee.

(4) Under the terms of the participation agreement, RTCs must provide
the following safeguards for continued benefit access and quality of care:

(a) Assure that any and all eligible beneficiaries receive care
which complies with standards in paragraphs B.4.g.(1)(a) through (d) and B.4.g.(3);

(b) Provide inpatient services to CHAMPUS beneficiaries in the
same manner it provides inpatient services to all other patients;

(c) Not discriminate against CHAMPUS beneficiaries in any
manner, including admission practices, placement in special or separate wings or
rooms, or provisions of special or limited treatment.

h. Christian Science sanatoriums. The services obtained in Christian
Science sanatoriums are covered by CHAMPUS as inpatient care. To qualify for
coverage, the sanatorium either must be operated by, or be listed and certified by
the First Church of Christ, Scientist.

i. Infirmaries. Infirmaries are facilities operated by student health
departments of colleges and universities to provide inpatient or outpatient care to
enrolled students. Charges for care provided by such facilities will not be
cost-shared by CHAMPUS if the student would not be charged in the absence of
CHAMPUS, or if student is covered by a mandatory student health insurance plan, in
which enrollment is required as a part of the student's school registration and the
charges by the college or university include a premium for the student health
insurance coverage. CHAMPUS will cost-share only if enrollment in the student
health program or health insurance plan is voluntary.

NOTE: An infirmary in a boarding school also may qualify under this
provision, subject to review and approval by the DirecLor, OCHAMPUS,
or a designee.
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j. Other STFs

(1) General

(a) Care provided by certain STFs (on either an inpatient or
outpatient basis), other than those listed above, may be cost-shared by CHAMPUS
under specified circumstances.

1 The course of treatment is prescribed by a doctor of
medicine or osteopathy.

2 The patient is under the supervision of a physician
during the entire course of the inpatient admission or the outpatient treatment.

3 The type and level of care and service rendered by the
institution are otherwise authorized by this Regulation.

4 The facility meets all licensing or other certification
requirements that are extant in the jurisdiction in which the facility is located
geographically.

5 Is other than a nursing home, intermediate care facility,
home for the aged, halfway house, or other similar institution.

6 Is accredited by the JCAHO or other CHAMPUS-approved
accreditation organization, if an appropriate accreditation program for the given
type of facility is available. As future a7crreditatio'- programs are developed to
cover emerging specialized treatment programs, such accreditation will be a
prerequisite to coverage by CHAMPUS for services provided by such facilities.

(b) To ensure that CHAMPUS beneficiaries are provided quality
care at a reasonable cost when treated by a STF, the Director, OCHAMPUS, or a
designee, will retain the right to:

1 Require prior approval of all admissions to specialized
inpatient treatment facilities.

2 Set appropriate standards for STFs in addition to or in
the absence of JCAHO accreditation.

3 Monitor facility operations and treatment programs on a
continuing basis and conduct onsite inspections on a scheduled and unscheduled
basis.

4 Negotiate agreements of participation.

5 Terminate approval of a case xhen it is ascertained that
a departure from the facts upon which the admission was based originally has
occurred.
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6 Declare an STF not eligible for CHAMPUS payment if that
facility has been found to have engaged in fraudulent or deceptive practices.

(c) In general, tht! following disclaimers apply to treatment by
STFs:

1 Just because one period or episode of treatment by a
facility has been covered by CHAMPUS may not be construed to mean that later
episodes of care by the same or similar facility will be covered automatically.

2 The fact that one case has been authorized for treatment
by a specific facility or similar type of facility may not be construed to mean that
similar cases or later periods of treatment will be extended CHAMPUS benefits
automatically.

(2) Types of providers. The following is a list of facilities that
have been designated specifically as STFs. The list is for example only and is not
to be construed as being all-inclusive.

(a) Free-standing ambulatory surgical centers. Care provided by
freestanding ambulatory surgical centers may be cost-shared by CHAMPUS under the
following circumstances:

1 The treatment is prescribed and supervised by a
physician.

2 The type and level of care and services rendered by the
center are otherwise authorized by this Regulation.

3 The center meets all licensing or other certification
requirements of the jurisdiction in which the facility is located.

4 The center is accredited by the JCAHO, the Accreditation
Association for Ambulatory Health Care, Inc. (AAAHC), or such other standards as
authorized by the Director, OCHAMPUS.

5 A childbirth procedure provided by a CHAMPUS-approved
free-standing ambulatory surgical center shall not be cost-shared by CHAMPUS unless
the surgical center is also a CHAMPUS-approved birthing center institutional
provider as established by the birthing center provider certification requirement of
this Regulation.

(b) PFTH facilities. STFs also include facilities that seek
approval to provide care authorized under the PFTH. (Refer to Chapter 5 of this
Regulation.)

(c) Alcohol rehabilitation facilities. In order to be
authorized under CHAMPUS as a provider of alcohol detoxification, rehahilitativp
services, outpatient treatment, and family therapy, alcohol rehabilitation
facilities, both freestanding facilities and hospital-based facilitips. shall
operate primarily for the purpose of providing alcoholism treatment (on either an
inpatient (including partial care) or an outpatient basis) and shall meet the
following criteria:
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1 The course of treatment shall be prescribed by and
supervised by a quilified mental health provider (refer to Chapter 4, paragraph
C.3.i.) practicing within the scope of his or her license. When indicated by the
patient's physical status, the patient shall be under the general supervision of a
physician.

2 The type and level of care provided by the facility are
otherwise authorized by this Regulation.

3 The facility shall meet all licensing and other
certification requirements of the jurisdiction in which the facility is located.

4 The facility shall be accredited by the JCAHO or shall
meet such other requirements as the Director, OCHAMPUS, finds necessary in the
interest of the health and safety of the individuals who are furnished services in
the facility.

5 The facility shall have entered into a participation
agreement with OCHAMPUS within which the facility agrees, in part, to:

a Accept payment for its services based on an
allowable-cost rate acceptable to the Director, OCHAMPUS, or such other method as
determined by the Director, OCHAMPUS;

b Furnish OCHAMPUS with cost data certified to by an
½idependent accounting firm or other agency as authorized by the Director, OCHAMPUS;

c Accept the CHAMPUS-determined rate as payment in full
and tc collect from the CHAMPUS beneficiary those amounts that represent the
beneficiary's liability, as defined in Chapter 4, and charges for services and
supplies that are not a benefit of CHAMPUS;

d Make all reasonable efforts acceptable to the
Director, OCHAMPUS, to collect those amounts which represent the beneficiary's
liability, as defined in Chapter 4;

e Permit access by the Director, OCHAMPUS, to clinical
records cf CHAMPUS beneficiaries and to the financial and organizational records of
the facility;

f Comply with the provisions of Chapter 8, and to submit
claims first to all health insurance coverage to which the beneficiary is entitled
that is primary to CHAMPUS.

6 The alcoholism rehabilitation facility shall not be
considered to be a CHAMPUS-authorized provider and CHAMPUS benefits shall not be
paid for services provided by the al-hOnlism rehabilitation facility ,intil the date
the participation agreement is signed by the Director. OCHAHPUS, or a designee.
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NOTE: Each alcoholism rehabilitation facility shall enter into a
participation agreement as described in subparagraph B.4.j.(2)(c)5
above, by October 1, 1985. An alcoholism rehabilitation facility that
was a CHAMPUS-authorized
provider as of September 14, 1984, and that otherwise meets
the requirements of subparagraphs B.4.j.(2)(c)1 through 4
will continue to be authorized until the participation
agreement is signed or October 1, 1985, whichever occurs
first.

k. Birthing centers. A birthing center is a freestanding or
institution-affiliated outpatient maternity care program which principally
provides a planned course of outpatient prenatal care and outpatient
childbirth service limited to low-risk pregnancies; excludes care for
high-risk pregnancies; limits childbirth to the use of natural childbirth
procedures; and provides immediate newbcrn care.

(1) Certification requirements. A birthing center which
meets the following criteria may be designated as an authorized CHAMPUS
institutional provider:

(a) The predominant type of service and level of
care rendered by the center is otherwise authorized by this Regulation.

(b) The center is licensed to opera(, as ., birthing
center where such license is available, or is specificai~j• '__ -ised as a
type of ambulatory health care facility where birthing ce.:Lei specific
license is not available, and meets all applicable licensing or
certification requirements that are extant in the state, county,
municipality, or other political jurisdiction in which the center is
located.

(c) The center is accredited by a nationally
recognized accreditation organization whose standards and procedures have
been determined to be acceptable by the Director, OCHAMPUS, or a designee.

(d) The center complies with the CHAMPUS birthing
center standards set forth in this Chapter.

(e) The center has entered into a participation
agreement with OCHAMPUS in which the centcr agrees, in part, to:

1 Participate in CHAMPUS and accept payment
for maternity services based upon the reimbursement methodology for birthing
centers;

2 Collect from the CHAMPUS henefiriary only
those amounts that represent the benefi-iary's liability under tho
-participation agreement and the reimktrsement methodologyv (,, birthing
centers, and the amounts for servi'-s and supplies that are nt a benefit of
the CHAMPUS;

3 Permit atcess by the Direutor. OCHAMPUS. ot
a designee, to the clinical record of any CHAMPUS beneficiary, to the
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financial and organizational records of the center, and to reports of evaluations
and inspections conducted by state or private agencies or organizations;

4 Submit claims first to all health benefit and insurance
plans primary the CHAMPUS to which the beneficiary is entitled and to comply with
the double coverage provisions of this Regulation.

5 Notify OCHAMPUS in writing within 7 days of the emergency
transport of any CHAMPUS beneficiary from the center to an acute care hospital or of
the death of any CHAMPUS beneficiary in the center.

(f) A birthing center shall not be a CHAMPUS-authorized
institutional provider and CHAMPUS benefits shall not be paid for any service
provided by a birthing center before the date the participation agreement is signed
by the Director, OCHAMPUS, or a designee.

(2) CHAMPUS birthing center standards.

(a) Environment. The cei.1cr has a safe and sanitary
environment, properly constructed, equipped, and maintained to protect health and
safety and meets the applicable provisions of the "Life Safety Code" of the National
Fire Protection Association.

(b) Policies and procedures. The center has written
administrative, fiscal, personnel and clinical policies and procedures which
collectively promote the provision of high-quality maternity care and childbirth
services in an orderly, effective, and safe physical and organizational environment.

(c) Informed consent. Each CHAMPUS beneficiary admitted to the
center will be informed in writing at the time of admission of the nature and scope
of the center's program and of the possible risks associated with maternity care and
childbirth in the center.

(d) Beneficiary care. Each woman admitted will be cared for by
or under the direct supervision of a specific physician or a specific certified
nurse-midwife who is otherwise eligible as a CHAMPUS individual professional
provider.

(e) Medical direction. The center has written memoranda of
understanding (MOU) for routine consultation and emergency care with an
obstetrician-gynecologist who is certified or is eligible for certification by the
American Board of Obstetrics and Gynecology or the American Osteopathic Board of
Obstetrics and Gynecology and with a pediatrician who is certified or eligible for
certification by the American Board of Pediatrics or by the American Osteopathic
Board of Pediatrics, each of whom have admitting privileges to at least one back-up
hospital. In lieu of a required MOU, the center may employ a physician with the
required qualifications. Each MOU muct be tenewed annually.
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(f) Admission and emergency care criteria and procedures. The
center has written clinical criteria and administrative procedures, which are
reviewed and approved annually by a physician related to the center as required by
subparagraph (e) above, for the exclusion of a woman with a high-risk pregnancy from
center care and for management of maternal and neonatal emergencies.

(g) Emegrency treatment. The center has a written memorandum of
understanding (MOU) with at least one backup hospital which documents that the
hospital will accept and treat any woman or newborn transferred from the center who
is in need of emergency obstetrical or neonatal medical care. In lieu of this MOU
with a hospital, a birthing center may have an MOU with a physician, who otherwise
meets the requirements as a CHAMPUS individual professional provider, and who has
admitting privileges to a back-up hospital capable of pLoviding care for critical
maternal and neonatal patients as demonstrated by a letter from that hospital
certifying the scope and expected duration of the admitting privileges granted by
the hospital to the physician. The MOU must be renewed annually.

(h) Emergenc!_y medical transportation. The center has a written
memorandum of understanding (MOU) with at least one ambulance service which
documents that the ambulance service is routinely staffed by qualified personnel who
are capable of the management of critical maternal and neonatal patients during
transport and which specifies the estimated transport time to each backup hospital
with which the center has arranged for emergency treatment as required in
subparagraph (g) above. Each MOU must be renewed annually.

(i) Professional staff. The center's professional staff is
legally and professionally qualified for the performance of their professional
responsibilities.

(j) Medical records. The center maintains full and complete
written documentation of the services rendered to each woman admitted and each
newborn delivered. A copy of the informed consent document required by subparagraph
(c), above, which contains the original signature of the CHAMPUS beneficiary, signed
and dated at the time of admission, must be maintained in the medical record of each
CHAMPUS beneficiary admitted.

(k) quality assurance. The center has an organized program for
quality assurance which includes, but is not limited to, written procedures for
regularly scheduled evaluation of each type of service provided, of each mother or
newborn transferred to a hospital, and of each death within the facility.

(1) Governance and administration. The center has a governing
body legally responsible for overall operation and maintenance of the center and a
full-time employee who has authority and responsibility for the day-to-day operation
of the center.
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C. INDIVIDUAL PROFESSIONAL PROVIDERS OF CARE

1. General. Individual professional providers of care are those providers who
bill for their services on a fee-for-s,!rvice basis and are not employed or
contracted with by an institutional provider. This category also includes those
individuals who have formed professional corporations or associations qualifying as
a domestic corporation under section 301.7701-5 of the Internal Revenue Service
Regulations (reference (cc)). Such individual professional providers must be
licensed or certified by the local licensing or certifying agency for the
jurisdiction in which the care is provided; or in the absence of state
licensure/certification, be a member of or demonstrate eligibility for full
clinical membership in, the appropriate national or professional certifying
association that sets standards for the profession of which the provider is a
member. Services provided must be in accordance with good medical practice and
prevailing standards of quality of care and within recognized utilization norms.

a. Licensing/Certification required, scope of license. Otherwise covered
services shall be cost-shared only if the individual professional provider holds a
current, valid license or certification to practice his or her profession in the
jurisdiction where the service is rendered. Licensure/certification must be at the
full clinical practice level. The services provided must be within the scope
of the license, certification or other legal authorization. Licensure or
certification is required to be a CHAMPUS authorized provider if offered in the
jurisdiction where the service is rendered, whether such licensure or certification
is required by law or provided on a voluntary basis. The requirement also applies
for those categories of providers that would otherwise be exempt by the state
because the provider is working in a non-profit, state-owned or church setting.
Licensure/certification is mandatory for a provider to become a CHAMPUS-authorized
provider.

b. Monitoringrequired. The Director, OCHAMPUS, or a designee, shall
develop appropriate monitoring programs and issue guidelines, criteria, or norms
necessary to ensure that CHAMPUS expenditures are limited to necessary medical
supplies and services at the most reasonable cost to the government and
beneficiary. The Director, OCHAMPUS, or a designee, also will take such steps as
necessary to deter overutilization of services.

c. Christian Science. Christian Science practitioners and Christian
Science nurses are authorized to provide services under CHAMPUS. Inasmuch as they
provide services of an extramedical nature, the general criteria outlined above do
not apply to Christian Science services (refer to subparagraph C.3.d.(2), below,
regarding services of Christian Science practitioners and nurses).

d. Physician referral and supervision. Physician referral and
supervision is required for the services of paramedical providers as listed in
subparagraph C.3.c.8. and for marriage and family counselors, pastoral counselors,
and mental health counselors. Physician referral means that the physician must
actually see the patient, perform an evaluation, and arrive at an initial diagnostic
impression prior to referring the patient. Documentation is required of the
physician's examination, diagnostic impression, and referral. Physician supervision
means that the physician provides overall medical management of the case. The
physician does not have to be physically located on the premises of the provider to
whom the referral is made. Communication back to the referring physician is an
indication of medical management.
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2. Interns and residents. Interns and residents may not be paid directly by
CHAMPUS for services rendered to a beneficiary when their services are provided as
part of their employment (either salaried or contractual) by a hospital or other
institutional provider.

3. Types of providers. Subject to the standards of participation provisions
of this Regulation, the following individual professional providers of medical care
are authorized to provide services to CHAMPUS beneficiaries:

a. Physicians

(1) Doctors of Medicine (M.D.).

(2) Doctors of Osteopathy (D.O.).

b. Dentists. Except for covered oral surgery as specified in section E.
of Chapter 4 of this Regulation, all otherwise covered services rendered by dentists
require preauthorization.

(1) Doctors of Dental Medicine (D.M.D.).

(2) Doctors of Dental Surgery (D.D.S.).

c. Other allied health professionals. The services of the following
individual professional providers of care are coverable on a fee-for-service basis
provided such services are otherwise authorized in this or other chapters of this
Regulation.

(1) Clinical psychologist. For purposes of CHAMPUS, a clinical
psychologist is an individual who is licensed or certified by the state for the
independent practice of psychology and:

(a) Possesses a doctoral degree in psychology from a regionally
accredited university; and

(b) Has had 2 years of supervised clinical experience in
psychological health services of which at least 1 year is post-doctoral and 1 year
(may be the post-doctoral year) is in an organized psychological health service
training program; or

(c) As an alternative to (a) and (b) above, is listed in the
National Register of Health Service Providers in Psychology (reference (ee)).

(2) Doctors of Optometry.

(3) Doctors of Podiatry or Surgical Chiropody.

(4) Certified nurse midwives.

(a) A certified nurse midwife may provide covered care
independent of physician referral and supervision, provided the nurse midwife is:

1 Licensed, when required, by the local licensing agency
for the jurisdiction in which the care is provided; and
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2 Certified by the American College of Nurse Midwives. To
receive certification, a candidate must be a registered nurse who has completed
successfully an educational program approved by the American College of Nurse
Midwives, and passed the American College of Nurse Midwives National Certification
Examination.

(b) The servicec of a registered nurse who is not a certified
nurse midwife may be authorized only when the patient has been referred for care by
a licensed physician and a licensed physician provides continuing supervision of the
course of care. A lay midwife who is neither a certified nurse midwife nor a
registered nurse is not a CHAMPUS-authorized provider, regardless of whether the
services rendered may otherwise be covered.

(5) Certified nu rse practitioner. Within the scope of applicable
licensure or certification requirements, a certified nurse practitioner may provide
covered care independent of physician referral and supervision, provided the nurse
practitioner is:

(a) A licensed, registered nurse; and

(b) Specifically licensed or certified as a nurse practitioner
by the state in which the care was provided, if the state offers such specific
licensure or certification; or

(c) Certified as a nurse practitioner (certified nurse) by a
professional organization offering certification in the speciality of practice, if
the state does not offer specific licensure or certification for nurse
practitioners.

(6) Certified Clinical Social Worker. A clinical social worker may
provide covered services independent of physician referral and supervision, provided
the clinical social worker:

(a) Is licensed or certified as a clinical social worker by the
jurisdiction where practicing; or, if the jurisdiction does not provide for
licensure or certification of clinical social workers, is certified by a national
professional organization offering certification of clinical social workers; and

(b) Has at least a master's degree in social work from a
graduate school of social work accredited by the Council on Social Work Education;
and

(c) Has had a minimum of 2 years or 3,000 hours of post master's
degree supervised clinical social work practice under the supervision of a master's
level social worker in an appropriate clinical setting, as determined by the
Director, OCHAMPUS, or a designee.

NOTE: Patients' organic mpdira] prolblems must rece ivý applol0J)1 iat- ,concurrent
management by a physician.
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(7) Certified psychiatric nurse specialist. A certified psychiatric
nurse specialist may provide covered care independent of physician referral and
supervision. For purposes of CHAMPUS, a certified psychiatric nurse specialist is
an individual who:

(a) Is a licensed, registered nurse; and

(b) Has at least a master's degree in nursing from a regionally
accredited institution with a specialization in psychiatric and mental health
nursing; and

(c) Has had at least 2 years of post-master's degree practice in
the field of psychiatric and mental health nursing, including an average of 8 hzurs
of direct patient contact per week; or

(d) Is listed in a CHAMPUS-recognized, professionally sanctioned
listing of clinical specialists in psychiatric and mental health nursing.

(8) Certified physician assistant. A physician assistant may provide
care under general 3upervision of a physician (see Chapter 14 G.l.c. for limitations
on reimbursement). For purposes of CHAMPUS, a physician assistant must meet the
applicable state requirements governing the qualifications of physician assistants
and at least one of the following conditions:

(a) Is currently certified by the National Commission on
Certification of Physician Assistants to assist primary care physicians, or

(b) Has satisfactorily completed a program for preparing
physician assistants that:

1 Was at least 1 academic year in length;

2 Consisted of supervised clinical practice and at least 4
months (in the aggregate) of classroom instruction directed toward preparing
students to deliver health care; and

3 Was accredited by the Americau Medical Association's
Committee on Allied Health Education and Accreditation; or

(c) Has satisfactorily completed a formal educatione orogram
for preparing physician assistants that does not meet the requirements r-'
subparagraph (1)(b) of this paragraph and had been assisting primary care physicians
for a minimum of 12 months during the 18-month period immediately preceding January
1, 1987.

(9) Other individual paramedical-providers. The services of the
following individual professional pt-wriders of care to, h- considered for benef its on
a fee-for-service basis may be provid=,d only if the benefi iatv i' -'tetred by a
physician for the treatment of a medi, a]ly-diagnosfd conditvin and a phvrician must
also provide continuing and ongoing ,v-irsight and stmp-rvisin ,,f th'- pm ,gram ,r
episode of treatment provided by thes- individual paramedical providert.
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(a) Licensed registered nurses.

(b) Licensed practical or vocational nurses.

(c) Licensed registered physical therapists.

(d) Audiologists.

(e) Speech therapists (speech pathologists).

d. Extramedical individual providers. Extramedical individual providers
are those who do counseling or nonmedical therapy and whose training and therapeutic
concepts are outside the medical field.

(1) Marriage and famil counselors, pastoral counselors, and mental
health counselors. The services of certain extramedical marriage and family
counselors, pastoral counselors, and mental health counselors are coverable on a
fee-for-service basis, under the tollowing specified conditions:

(a) The CHAMPUS beneficiary must be referred for therapy by a
physician.

(b) A physician is providing ongoing oversight and supervision
of the therapy being provided.

(c) The marriage and family counselor, pastoral counselor, and
mental health counselor must certify on each claim for reimbursement that a written
communication has been made or will be made to the referring physician of the
results of the treatment. Such communication will be made at the end of the
treatment, or more frequently, as required by the referring physician (refer to
chapter 7).

(d) Marriage and family counselors and pastoral counselors shall
have the following:

1 Recognized graduate professional education with the
minimum of an earned master's degree from a regionally accredited educational
institution in an appropriate behavioral science field, mental health discipline.

2 The following experience:

a Either 200 hours of approved supervision in the
practice of marriage and family counseling or pastoral counseling, ordinarily to be
completed in a 2- to 3-year period, of which at least 100 hours must be in
individual supervision. This supervision will occur preferably with more than one
supervisor and should include a continuous process of supervision with at least
three cases, and

b 1,000 hours of clinical experience in the practice of
marriage and family counseling or pastoral counseling under approved supervision.
involving at least 50 different cases: or
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c 150 hours of approved supervision in the practice of
psychotherapy, ordinarily to be completed in a 2- to 3-year period, of which at
least 50 hours must be individual supervision; plus at least 50 hours of approved
individual supervision in the practice of marriage and family counseling or pastoral
counseling, ordinarily to be completed within a period of not less than 1 nor more
than 2 years, and

d 750 hours of clinical experience in the practice of
psychotherapy under approved supervision involving at least 30 cases; plus at least
250 hours of clinical practice in marriage and family counseling or pastoral
counseling under approved supervision, involving at least 20 cases, and

(e) Mental health counselors shall have the following:

1 Minimum of a master's degree in mental health counseling
or allied mental health field from a regionally accredited institution, and

2 Two years of post-master's experience which includes 3000
hours of clinical work and 100 hours of face-to-face supervision.

(f) These providers must also be licensed or certified to
practice a" a marriage and family counselor, pastoral counselor or mental health
counselor by the jurisdiction where practicing. If specific licensure is not
available in the state, then licensure under general provisions, where available, is
required. If the jurisdiction does not provide for licensure or certification
either in a specific or general counselor category, the provider must be certified
by or eligible for full clinical membership in the appropriate national professional
association that sets standards for the specific profession.

(g) Grace period for counselors in states where
licensure/certification is optional. CHAMPUS is providing a grace period for those
counselors who did not obtain optional licensure/certification in their
jurisdiction, not realizing it was a CHAMPUS requirement for authorization. The
exemption by state law for pastoral counselors may have misled this group into
thinking licensure was not required. The same situation may have occurred with the
other counselor categories where licensure was either not mandated by the state or
was provided under a more general category such as "professional counselors." This
grace period only pertains to the licensure/certification requirement, applies only
to counselors who are already approved as of October 29, 1990, and only in, those
areas where the licensure/certification is optional. Any counselor who is not
licensed/certified in the state in which he/she is practicing by August 1, 1991,
will be terminated under the provisions of Chapter 9 of this Regulation. This grace
period does not change any of the other existing requirements which remain in
effect. During this grace period, membership or proof of eligibility for full
clinical membership in a recognized professional association is required for those
counselors who are not licensed or certified by the state. The following
organizations are recognized for counselors at the level indicated: full clinical
member of the American Association of Marriage and Family Counselors: membership at.
the fellow or diplomate level of the American Association of Pastoral Counselors;
and membership in the National Academy of Certified Clinical Mental Health
Counselors. Acceptable proof of eligibility for membership is a letter from the
appropriate certifying organization. This opportunity for delayed
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certification/licensure is limited to the counselor category only as the language in
all of the other provider categories has been consistent and unmodified from the
time each of the other provider categories were added. The grace period does not
apply in those states where licensure 4-s mandatory.

(2) Christian Science practitioners and Christian Science nurses.
CHAMPUS cost shares the services of Christian Science practitioners and nurses. In
order to bill as such, practitioners or nurses must be listed or be eligible for
listing in the Christian Science Journal at the time the service is provided.

D. OTHER PROVIDERS

Certain medical supplies and services of an ancillary or supplemental nature are
coverable by CHAMPUS, subject to certain controls. This category of provider
includes the following:

1. Independent laboratory. Laboratory services of independent laboratories
may be cost-shared if the laboratory is approved for participation under Medicare
and certified by the Medicare Bureau, Health Care Financing Administration.

2. Suppliers of portable x-ray services. Such suppliers must meet the
conditions of coverage of the Medicare program, set forth in the Medicare
regulations (reference (h)), or the Medicaid program in that state in which the
covered service is provided.

3. Pharmacies. Pharmacies must meet the applicable requirements of state law
in the state in which the pharmacy is located.

4. Ambulance companies. Such companies must meet the requirements of state
and local laws in the jurisdiction in which the ambulance firm is licensed.

5. Medical equipment firms, medical supply firms. As determined by the
Director, OCHAMPUS, or a designee.

E; IMPLEMENTING INSTRUCTIONS

The Director, OCHAMPUS, or a designee, shall issue CHAMPUS policies,
instructions, procedures, and guidelines, as may be necessary to implement the
intent of this chapter.

F. EXCLUSION

Regardless of any provision in this chapter, a provider who is suspended,
excluded, or terminated under Chapter 9 of this Regulation is specifically excluded
as an authorized CHAMPUS provider.
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CHAPTER 7
CLAIMS SUBMISSION, REVIEW, AND PAYMENT

A. GENERAL

The Director, OCHAMPUS, or a designee, is responsible for ensuring that
benefits under CHAMPUS are paid only to the extent described in this Regulation.
Before benefits can be paid, an appropriate claim must be submitted that includes
sufficient information as to beneficiary identification, the medical services
and supplies provided, and double coverage information, to permit proper,
accurate, and timely adjudication of the claim by the CHAMPUS fiscal inter-
mediary or OCHAMPUS. Subject to such definitions, conditions, limitations,
exclusions, and requirements as may be set forth in this Regulation, the
following are the CHAMPUS claim filing requirements:

I. CHAMPUS identification card required. A patient shall present his or
her applicable CHAMPUS identification card (that is, Uniformed Services identi-
fication card) to the authorized provider of care that identifies the patient
as an eligible CHAMPUS beneficiary (refer to Chapter 3 of this Regulation).

2. Claim required. No benefit may be extended under the Basic Program or
PFTH without the submission of a complete and properly executed appropriate
claim form.

3. Responsibility for perfecting claim. It is the responsibility nf the
CHAMPUS beneficiary or sponsor or the authorized provider acting on behalf of

S the CHAMPUS beneficiary to perfect a claim for submission to the appropriate
CHAMPUS fiscal intermediary. Neither a CHAMPUS fiscal intermediary nor
OCHAMPUS is authorized to prepare a claim on behalf of a CHAMPUS beneficiary.

4. Obtaining appropriate claim form. CHAMPUS provides specific CHAMPUS
forms appropriate for making a claim for benefits for various types of medical
services and supplies (such as hospital, physician, or prescription drugs).
Claim forms may be obtained from the appropriate CHAMPUS fiscal intermediary
who processes claims for the beneficiary's state of residence, from the
Director, OCHAMPUS, or a designee, or from CHAMPUS health benefits advisors
(HBAs) located at all Uniformed Services medical facilities.

5. Prepayment not required. A CHAMPUS beneficiary or sponsor is not
required to pay for the medical services or supplies before submitting a claim
for benefits.

6. Deductible certificate. If the fiscal year outpatient deductible has
been met by a beneficiary ($50) or a family ($100 aggregate) through the sub-
mission of a claim or claims to a CHAMPUS fiscal intermediary in a geographic
location different from the location where a current claim is being submitted,
the beneficiary or sponsor must obtain a deductible certificate from the
CHAMPUS fiscal intermediary where the applicable individual er family fiscal
year deductible was met. Such deductible certificate must be attached to the
current claim being submitted for benefits. Failure to obtain a deductible
certificate under such circumstances will result in a second individual or
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family fiscal year deductible being applied. However, this second deductible
may be reimbursed once appropriate documentation, as described in this sub-
section A.6., is supplied to the CHAMPUS fiscal intermediary applying the
second deductible (refer to section F. of Chapter 4 of this Regulation).

7. Nonavailability Statement (DD Form 1251). In some geographic locations
or under certain circumstances, it is necessary for a CHAMPUS beneficiary to
determine whether the required medical care can be provided through a Uniformed
Services facility. If the required medical care cannot be provided by the
Uniformed Services facility, a Nonavailability Statement will be issued.
When required (except for emergencies), this Nonavailability Statement must
be issued before medical care is obtained from civilian sources. Failure to
secure such a statement will waive the beneficiary's rights to benefits under
CHAMPUS, subject to appeal to the appropriate hospital commander (or higher
medical authority).

a. Rules applicable to issuance of NonavailabilityjStatement. The
ASD(HA) has issued DoD Instruction 6015.19 (reference (gg)) that contains
rules for the issuance of Nonavailability Statements. Such rules may change
depending on the current situatiuns.

b. Beneficiary responsibility. The beneficiary shall ascertain
whether or not he or she resides in a geographic area that requires obtaining
a Nonavailability Statement. Information concerning current rules may be
obtained from the CHAMPUS fiscal intermediary concerned, a CHAMPUS HBA or
the Director, OCHAMPUS, or a designee.

c. Rules in effect at time civilian care is provided apply. The
applicable rules regarding Nonavailability Statements in effect at the time
the civilian care is rendered apply in determining whether a Nonavailability
Statement is required.

d. Nonavailability Statement must be filed ,.'ith applicable claim.
When a claim is submitted for CHAMPUS benefits that includes services for
which a Nonavailability Statement is required, such statement must be
submitted along with the claim form.

B. INFORMATION REQUIRED TO ADJUDICATE A CHAMPUS CLAIM

Claims received that are not completed fully and that do not provide the
following minimum information may be returned. If enough space is not avail-
able on the appropriate claim form, the required information must be attached
separately and include the patient's name and address, be dated, and signed.

1. Patient's identification information. The following patient identi-
fication information must be completed on every CHAMPUS claim form submitted
for benefits before a claim will be adjudicated and processed:

a. Patient's full name.

b. Patient's residence address.

c. Patient's date of birth.

7-2



DoD 6010.8-R
Jul 91

d. Patient's relationship to sponsor.

NOTE: If name of patient is different from sponsor, explain
(for example, stepchild or illegitimate child).

e. Patient's identification number (from DD Form 1173).

f. Patient's identification card effective date and expiration date
(from DD Form 1173).

g. Sponsor's full name.

h. Sponsor's service or social security number.

i. Sponsor's grade.

j. Sponsor's organization and dutystation. Home port for ships;
home address for retiree.

k. Sponsor's branch of service or deceased or retiree's former
branch of service.

2. Sponsor's current statu3. Active duty, retired, or deceased.

3. Patient treatment information. The following patient treatment information
routinely is required relative to the medical services and supplies for which a
claim for benefits is being made before a claim will be adjudicated and processed:

a. Diagnosis. All applicable diagnoses are required; standard
nomenclature is acceptable. In the absence of a diagnosis, a narrative description
of the definitive set of symptoms for which the medical care was rendered must be
provided.

b. Source of care. Full name of source of care (such as hospital or
physician) providing the specific medical services being claimed.

c. Full address of source of care. This address must be where the
care actually was provided, not a billing address.

d. Attending physician. Name of attending physician (or other
authorized individual professional provider).

e. Referring physician. Name and address of ordering, prescribing, or
referring physician.

f. Status of patient. Status of patient at the time the medical
services and supplies were rendered (that is, inpatient or outpatient).

g. Lates of service. Specific and inclusive dates of service.

h. Inpatient stay. Source and dates of related inpatient stay (if
applicable).
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i. Physicians or other authorized individual professional providers.
For services provided by physicians (or other authorized individual profes-
sional providers), the following information also must be included:

(1) Date of each service.

(2) Procedure code or narrative description of each
procedure or service for each date of service.

(3) Individual charge for each item of service or each
supply for each date.

(4) Detailed description of any unusual complicating
circumstances related to the medical care provided that the physician or
other individual professional provider may choose to submit separately.

j. Hospitals or other authorized institutional providers. For
care provided by hospitals (or other authorized institutional providers),
the following information also must be provided before a claim will be
adjudicated and processed:

(1) An itemized billing showing each item of service
or supply provided for each day covered by the claim.

NOTE: The Director, OCHAMPUS, or a designee, may approve, in writing, an
alternate billing procedure for RTCs or other special institutions, in
which case the itemized billing requirement may be waived. The
particular facility will be aware of such approved alternate billing
procedure.

(2) Any absences from a hospital or other authorized institution
during a period for which inpatient benefits are being claimed must be identified
specifically as to date or dates and provide details on the purpose of the absence.
Failure to provide such information will result in denial of benefits and, in an
ongoing case, termination of benefits for the inpatient stay at least back to the
date of the absence.

(3) For hospitals subject to the CHAMPUS DRG-based payment system
(see subparagraph A.l.b.(4) of Chapter 14), the following information is also
required:

(a) The principal diagnosis (the diagnosis established, after
study, to be chiefly responsible for causing the patient's admission to the
hospital).

(b) All secondary diagnoses.

(c) All pruc•,ires performed.

(d) The discharge status of the beneficiary.

(e) The hospital's Medicare provider number.

(f) The source of the admission.
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k. Prescription drugs and medicines (and insulin). For pre-
scription drugs and medicines (and insulin, whether or not a prescription
is required) receipted bills must be attached and the following additional
information provided:

(1) Name of drug.

NOTE: When the physician or pharmacist so requests, the name
of the drug may be submitted to the CHAMPUS fiscal
intermediary directly by the physician or pharmacist.

(2) Strength of drug.

(3) Name and address of pharmacy where drug was purchased.

(4) Prescription number cf drug being claimed.

7-4a



DoD 6010.8-R

Jul 91

1. Other authorized providers. For items from other authorized
providers (such as medical supplies), an explanation as to the medical need
must be attached to the appropriate claim form. For purchases of durable
equipment under the PFTH, it is necessary also to attach a copy of the pre-
authorization.

m. Nonparticipating providers. When the beneficiari or sponsor
submits the claim to the CHAMPUS fiscal intermediary (that is, the provider
elects not to participate), an itemized bill from the provider to the bene-
ficiary or sponsor must be attached to the CHAMPUS claim form.

4. Double coverage information. When the CHAMPUS beneficiary is eligible
for medical benefits coverage through another plan, insurance, or program,
either private or Government, the following information must be provided:

a. Name of other coverage. Full name and address of double coverage
plan, insurance, or program (such as Blue Cross, Medicare, commercial insurance,
and state program).

b. Source of double coverage. Source of double coverage (such as
employment, including retirement, private purchase, membership in a group, and
law).

c. Employer information. If source of double coverage is employment,
give name and address of employer.

d. Identification number. Identification number or group number of
other coverage.

5. Right to additional inforrr.,tion

a. As a condition precedent to the provision of benefits under this
Regulation, OCHAMPUS or CHAMPUS fiscal intermediaries may request and shall
be entitled to receive information from a physician or hospital or other
person, institution, or organization (including a local, state, or Federal
Government agency) providing services or supplies to the beneficiary for
whom claims or requests for approval for benefits are submitted. Such
information and records may relate to the attendance, testing, monitoring,
examination, diagnosis, treatment, or services and supplies furnished to a
beneficiary and as shall be necessary for the accurate and efficient
administration of CHAMPUS benefits. In addition, before a determination
on a request for preauthorization or claim of benefits is made, a beneficiary,
or sponsor, shall provide additional information relevant to the requested
determination, when necessary. The recipient of such information shall hold
such records confidential except when:

(1) Disclosure of such information is authorized specifically
by the beneficiary;

(2) Disclosure is necessary to permit authorized governmental
officials to investigate and prosecute criminal actions; or
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(3) Disclosure is authorized or required specifically under the
terms of DoD Directives 5400.7 and 5400.11, the Freedom of Information Act,
and the Privacy Act (referencez (i), (j), and (k)) (refer to section M. of
Chapter 1 of this Regulation).

b. For the purposes of determining the applicability of and imple-
menting the provisions of Chapters 8 and 9, or any provision of similar
purpose of any other medical benefits coverage or entitlement, OCHAMPUS or
CHAMPUS fiscal intermediaries, without consent or notice to any beneficiary
or sponsor, may release to or obta:.n from any insurance company or other
organization, governmental agency, provider, or person, any information with
tespect tc any beneficiary when such release constitutes a routine use duly
published in the Federal Register in accordance with the Privacy Act (refer-
ence (k)). Before a beneficiary's claim of benefits will be adjudicated, the
beneficiary must furnish to CHAMPUS that information which reasonably may be
expected to be in his or her possession and which is necessary to make the
benefit determination. Failure to provide the requested information may
result in denial of the claim.

C. SIGNATURE ON CHAMPUS CLAIM FORM

1. Beneficiary signature. CHAMPUS claim forms must be signed by the
beneficiary except under the conditions identified in paragraph C.l.e.,
below. The parent or guardian may sign for any beneficiary under 18 years.

a. Certification of identity. This signature certifies that the
patient identification information provided is correct.

b. Certification of medical care provided. This signature certifies
that the specific medical care for which benefits are being claimed actually
were rendered to the beneficiary on the dates indicated.

c. Authorization to obtain or release information. Before requesting
additional information necessary to process a claim or releasing medical in-
formation, the signature of the beneficiary who is 18 years old or older must
be recorded on or obtained on the CHAMPUS claim form or on a separate release
form. The signature of the beneficiary, parent, or guardian will be requested
when the beneficiary is under 18 years.

d. Certification of accuracy and authorization to release double
coverge information. This signature certifies to the accuracy of the double
coverage information and authorizes the release of any information related to
double coverage. (Refer to Chapter 8 of this Regulation.)

e. Exceptions to beneficiary signature requirement

(1) Except as required by paragraph C.l.c., above, the signature
of a spouse, parent, or guardian will be accepted on a claim submitted for a
beneficiary who is 18 years old or older.

(2) When the institutional provider obtains the signature of the
beneficiary (or the signature of the parent or guardian when the beneficiary
is under 18 years) on a CHAMPUS claim form at admission, the following parti-
cipating claims may be submitted without the beneficiary's signature.
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(a) Claims for laboratory and diagnostic tests and test
interpretations from radiologists, pathologists, neurologists, and cardiolo-
gists.

(b) Claims from anesthesiologists.

(3) Claims filed by providers using CHAMPUS-approved signature-
on-file and claims submission procedures.

2. Provider's signature. A participating provider (see subsection A.8. of
Chapter 6) is required to sign the CHAMPUS claim form.

a. Certification. A participating provider's signature on a CHAMPUS
claim form:

(l) Certifies thet the srecific medical care listed on the claim form
was, in fact, rendered to the specific beneficiary for which benefits are being
claimed on the specific date or dates indicated.

(2) Certifies that the provider has agreed to participate
(providing this agreement has been indicated on the claim form) and that the
CHAMPUS-determined allowable charge or cost will constitute the full charge
or cost for the medical care listed on the specific claim form: and further
agrees to accept the amount paid by CHAMPUS or the CHAMPUS payment combined
with the cost-shared amount paid by, or on behalf of the beneficiary, as
full payment for the covered medical services or supplies.

(a) Thus, neither CHAMPUS nor the sponsor is responsible
for any additional charges, whether or not the CHA1NIPUS-determined charge or
cost is less than the billed amount.

(b) Any provider who signs and submits a CHAMPUS claim form and
then violates this agreement by billing the beneficiary or sponsor for any
difference between the CHAMPUS-determined charge or cost and the amount billed is
acting in bad faith and is subject to penalties including withdrawal of CHAMPUS
approval as a CHAMPUS provider by administrative action of the Director, OCHAMPUS,
or a designee, and possible legal action on the part of CHAMPUS, either directly or
as a part of a benficiary action, to recover monies improperly obtained from CHAMPUS
beneficiaries or sponsors (refer to Chapter 6 of this Regulation).

b. Physician or other authorized individual professional provider.
A physician or other authorized individual professional provider is liable
for any signature submitted on his or her behalf. Further, a facsimile
signature is not acceptable unless such facsimile signature is on file with,
and has been authorized specifically by, the CHAMPUS fiscal intermediary
serving the state where the physician or other authorized individual
professional provider pra-tices.
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c. Hospital or other authorized institutional provider. The pr( L-er

signature on a claim form for institutional services must I- that of an autnorized
representative of the hospital or other authorized institutional provider, whose
signature is on file with and approved by the appropriate CHAMPUS fiscal
intermediary.

D. CLAIMS FILING DEADLINE

To be considered for benefits, all claims submitted under CHAMPUS must
be filed with the appropriate CHAMPUS fiscal intermediary no later than
December 31 of the calendar year immediately following the one in which
the covered service or supply was rendered. Failure to file a claim timely
waives automatically all rights to any benefits for such services or supplies
provided during the period affected by the claims filing deadline.

1. Claims returned for additional information. When a claim initially
is submitted within the claims filing time limit, but is returned in whole
or in part for additionil information to be considered for benefits, the
returned claim, along with the requested information, must be resubmitted
and received by the appropriate CHAMPUS fiscal intermediary no later than
the applicable December 31 deadline or 90 days from the date the claim was
returned to the beneficiary, whichever is later.

2. Exception to claims filing deadline. The Director, OCHAMPUS, or a
designee, may grant excep*ions to the claims filing deadline requirements.

a. Types of exception

(1) Retroactive eligibility. Retroactive CHAMPUS eligibility
determinations.

(2) Administrative error. Administrative error (that is,
misrepresentation, mistake, or other accountable action) of an officer or
employee of OCHAMPUS (including OCHAMPUSEUR) or a CHAMPUS fiscal intermediary,
performing functions under CHAMPUS and acting within the scope of that official's
authority.

(3) Mental incompetency. Mental incompetency of the beneficiary or
guardian or sponsor, in the case of a minor child (which includes inability to
communicate, even if it is the result of a physical disability).

(4) Provider billings. Direct billings by participating
providers.

(5) Delays by other health insurance. When not attributable to
the beneficiary, delays in adjudication by other health insurance companies
when double coverage coordination is required before the CHAIIPUS benefit
determination.

b. Request for exception to claims filing deadline. Beneficiaries
who wish to request an exception to the claims filing deadline may submit
such a request to the CHAMPUS fiscal intermediary having jurisdiction over
the location in which the service was rendered, or as otherwise designated
by the Director, OCHAMPUS.
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(1) Such requests for an exception must include a complete
explanation of the circumstances of the late filing, together with all avail-
able documentation supporting the request, and the specific claim denied for
late filing.

(2) Each request for an exception to the claims filing deadline
is reviewed individually and considered on it3 own merits.

E. OTHER CLAIMS FILING REQUIREMENTS

Notwithstanding the claims filing deadline described in section D. of
this chapter, to lessen any potential adverse impact on a CHAMPUS beneficiary
or sponsor that could result from a retroactive denial, the following addi-
tional claims filing procedures are recommended or required.

1. Continuing care. Except for claims subject to the CHAMPUS DRG-based
payment system, whenever medical services and supplies are being rendered on a
continuing basis, an appropriate claim or claims should be submitted every 30 days
(monthly) whether submitted directly by the beneficiary or sponsor or by the
provider on behalf of the beneficiary. Such claims may be submitted more frequently
if the beneficiary or provider so elects. The Director, OCHAMPUS, or a designee,
also may require more frequent claims submission based on dollars. Examples of care
that may be rendered on a continuing basis are outpatient physical therapy, private
duty (special) nursing, or inpatient stays. For claims subject to the CHAMPUS
DRG-based payment system, claims may be submitted only after the beneficiary has
been discharged or transferred from the hospital.

2. Inpatient mental health services. Under most circumstances, the
60-day inpatient mental health limit applies to the first 60 days of care
paid in a calendar year. The patient will be notified when the first 30 days of
inpatient mental health benefits have been paid. The beneficiary is responsible for
assuring that all claims for care are submitted sequentially and on a regular
basis. Once payment has been made for care determined to be medically appropriate
and a program benefit, the decision will not be reopened solely on the basis that
previous inpatient mental health care had been rendered but not yet billed during
the same calendar year by a different provider.

3. Claims involving the services of marriage and family counselors, pastoral
counselors, and mental health counselors. CHAMPUS requires that marriage and

family counselors, pastoral counselors, and mental health counselors make a
written report to the referring physician concerning the CHAMPUS beneficiary's
progress. Therefore, each claim for reimbursement for services of marriage and
family counselors, pastoral counselors, and mental health counselors must include
certification to the effect that a written communication has been made or will be
made to the referring physician at the end of treatment, or more frequently, as
required by the referring physician.

F. PREAUTHORIZATION

When specifically required in other chapters of this Regulation, pre-
authorization requires the following:

I. Preauthorization must be granted before benefits can be extended.
In those situations requiring preauthorization, the request for such pre-
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authorization shall be submitted and approved before benefits may be extended,
exqept as provided in Chapter 4, subsection A.11. if a ciaim for services or
supplIies is submitted without the required preauthorization, no benefits shall be
paid, unless the Director, OCHAMPUS, o-- a designee, has granted an exception to thie
requirement for preauthorization.

a. Specificallypreauthorized services. An approved preauthorization
specifies the exact services or supplies for which authorization is being
given. In a preauthorization situation, benefits cannot be extended for
services or supplies provided beyond the specific authorization.

b. Time limit on preauthorization. Approved preauthorizations are
valid for specific periods of time, usually 9"' days. If the preauthorized
services or supplies are not obtained or commenced within the specified time
limit, a new preauthorization is required before benefits may be extended.

2. Treatment plan, management plan. Each preauthorization request shall
be accompanied by a proposed medical t..eatment plan (for inpatient stays under the
Basic Program) or management plan (for services under the PFTH) which shall include
generally a diagnosis; a detailed summary of complete history and physical; a
detailed statement of the problem; the proposed type and extent of treatment or
therapy; the proposed treatment modality, including anticipated length of time the
proposed modality will be required; any available test results; consultant's
reports; and the prognosis. When the preauthorization request involves transfer
from a hospital to another inpatient facility, medical records related to the
inpatient stay also must be provided.

3. Durable equipment. Requests for preauthorization to purchase durable
equipment under the PFTH must list all items of durable equipment previously
authorized under the PFTH and state whether the current item of equipment is
the initial purchase or a replacement. If it is a replacement item, the date
the initial item was purchased also shall be provided.

4. Claims for services and supplies that have been preauthorized. When-
ever a claim is submitted for benefits under CHAMPUS involving preauthorized
services and supplies, the date of the approved preauthorizatinn must be indicated
on the claim form and a copy of the written preauthorization must be attached to the
appropriate CHAMPUS claim.

G. CLAIMS REVIEW

It is the responsibility of the CHAMPUS fiscal intermediary (or OCHAMPUS,
including OCHAMPUSEUR) to review each CHAMPUS claim submitted for benefit
consideration to ensure compliance with all applicable definitions, conditions,
limitations, or exclusions specified or enumerated in this Regulation. It is also
required that before any CHAMPUS benefits may be extended, claims for medical
services and supplies will be subject to utilization review and q'ality assurance
standards, norms, and criteria issued by the Director, OCHAMPUS, o- a designee (cee
paragraph A.l.e. of Chapter 14 for review standards for claims subject to the
CHAMPUS DRG-based payment system).
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H. BENEFIT PAYMENTS

CHAMPUS benefit payments are made either directly to the beneficiary or sponsor
or to the provider, depending on the manner in which the CHAMPUS claim is submitttd.

1. Benefit payments made to beneficiary or sponsor. When the CHAMPUS
beneficiary or sponsor signs and submits a specific claim form directly to the
appropriate CHAMPUS fiscal intermediary (or OCHAiPUS, including OCHAMPUSEUR), any
CHAMPUS benefit payments due as a result of that specific claim submission will be
made in the name of, and mailed to, the beneficiary or sponsor. In such
circumstances, the >?-reficiary or sponsor is responsible to the provider for any
amounts billed.

2. Benefit Pyrients made to part icivatingprovider. When the authorized
provider elects to participate by signing a CHAMPUS ciaim form, indicating
participation in the appropriate space cn th; claim form, and submitting a specific
claim on behalf of the beneficiary to the appropriate CHAMPUS fiscal intermediary,
any CHAMPUS benefit payments due as a result of that claim submission will be made
in the name of and mailed to the participating provider. Thus, by signing the claim
form, the authorized provider agrees to abide by the CHAMPUS-de'.ermined allowable
charge or cost, whether or not lower than the amount billed. Therefore, the
beneficiary or sponsor is responsible only for any required deductible amount and
any ccst-sharing portion of the CHAMPUS-determined allowable charge or cost as may
be required under the terms and conditions set forth in Chapters 4 and 5 cf this
Regulation.

3. CEOB. When a CHAMPUS claim is adjudicated, a CEOB is sent to the
beneficiary or sponsor. A copy of the CEOB also is sent to the provider if the
claim was submitted on a participating basis. The CEOB form provides, at r minimum,
the following information:

a. Name and address of beneficiary.

b. Name and address of provider.

c. Services or supplies covered by claim for which CEOB applies.

d. Dates services or supplies provideu.

"e. Amount billed; CHAMPUS-determined allowable charge or cost; and amount
of CHAMPUS payment.

f. To whom payment, if any, was made.

g. Reasons for any denial.

h. Recourse available to beneficiary for review of claim decision (refer
to Chapter 10 of this Regulation).

NOTE: The Director. OCHAMPUS. or a designee, may authorize a CHAMPUS
fiscal intermediary to waive a CEOB to protect the privacy of a
CHAMPUS beneficiary
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4. Benefit under $1. If the CHAMPUS benefit is determined to be under $1,

payment is waived.

I. ERRONEOUS PAYMENTS AND RECOUPMENT

1. Erroneous payments. Erroneous payments are expenditures of government
funds that are not authorized by law or the Regulation. Such payments are to be
recouped under the provisions of Chapter 11 of this Regulation.

2. Claims denials resvlting from clarification or change in law or
Regulation. In those instances where claims review results in a finding of denial
of benefits previously allowed but currently denied due to a clarification or
interpretation of law or this Regulation, or due to a change in this Regulation, no
recoupment action need be taken to recover funds expended prior to the effective
date of such clarification, interpretation, or change.

J. GENERAL ASSIGNMENT OF BENEFITS NOT RECOGNIZED

CHAMPUS does not recognize any general assignment of CHAMPUS benefits to another
person. All CHAMPUS benefits are payable as described in this and other chapters of
this Regulation.
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CHAPTER 8

DOUBLE COVERAGE

A. INTRODUCTION

In enacting CHAMPUS legislation, Congress clearly has intended that CHAMPUS
be the secondary payer to all health benefit and insurance plans. 10 U.S.C.
1079(j)(1) (reference (a)) specifically provides:

"A benefit may not be paid under a plan (CHAMPUS] covered by
this section in the case of a person enrolled in any other
insurance, medical service, or health plan to the extent that
the benefit also is a benefit under other plans, except in the
case of a plan (Medicaid] administered under title 19 of the
Social Security Act (42 U.S.C. 1306 et seq.)."

The above provision is made applicable specifically to retired members,
dependents, and survivors by 10 U.S.C. 1086(d) reference (a)). The under-
lying intent, in addition to preventing waste of Federal resources, is to
ensure that CHAMPUS beneficiaries receive maximum benefits while ensuring
that the combined payments of CHAMPUS and other health benefit and insurance
plans do not exceed the total charges.

B. DOUBLE COVERAGE PLAN

A double coverage plan is one of the following:

1. Insurance plan. An insurance plan is any plan or program that is
designed to provide compensation or coverage for expenses incurred by a bene-
ficiary for medical services and supplies. It includes plans or programs for
which the beneficiary pays a premium to an issuing agent as well as those plans
or programs to which the beneficiary is entitled as a result of employment or
membership in, or association with, an organization or group.

2. Medical service or health plan. A medical service or health plan is
any plan or program of an organized health care group, corporation, or other
entity for the provision of health care to an individual from plan providers,
both professional and institutional. It includes plans or programs for which
the beneficiary pays a premium to an issuing agent as well as those plans or
programs to which the beneficiary is entitled as a result of employment or
membership in, or association with, an organization or group.

3. Exceptions. Double coverage plans do not include:

a. Plans administered under title XIX of the Social Security Act
(Medicaid) (reference (h));

b. Coverage specifically 1eqigned to suLpplement CHAMPUS benefits:

c. Entitlement to receive are from Uniformed Services medical care
facilities; or
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d. Certain Federal Government programs, as prescribed by the Director,
OCHAMPUS, that are designed to provide benefits to a distinct beneficiary
population and for which entitlement does not derive from either premium
payment of monetary contribution (for ,•xample, the Indian Health Service).

C. APPLICATION OF DOUBLE COVERAGE PROVISIONS

CHAMPUS claims submitted for otherwise covered services or supplies and
which involve double coverage shall be adjudicated as follows:

1. CHAMPUS always last pay. For any claim that involves a double coverage
plan as defined above, CHAMPUS shall be last pay. That is, CHAMPUS benefits
may not be extended until all other double coverage plans have adjudicated the
claim.

2. Waiver of benefits. A CHAMPUS beneficiary may not elect to waive
benefits under a double coverage plan and use CHAMPUS. Whenever double
coverage exists, the provisions of this chapter shall be applied.

3. Last pay limitations. CHAMPUS may not pay more as a secondary payer
than it would have in the absence of other coverages. Application of double
coverage provisions does not extend or add to the CHAMPUS benefits as other-
wise set forth in this and other chapters of this Regulation.

D. SPECIAL CONSIDERATIONS

1. CHAMPUS and Medicare. In any double coverage situation involving
Medicare, Medicare is always the primary payer. When Part A, "Hospital
Insurance," of Medicare is involved, the Medicare "lifetime reserve" benefit
must be used before CHAMPUS benefits may be extended.

2. CHAMPUS and Medicaid. Medicaid is not a double coverage plan. In
any double coverage situation involving Medicaid, CHAMPUS is always the primary
payer.

3. CHAMPUS and Worker's Compensation. CHAMPUS benefits are not payable
for a work-related illness or injury that is covered under a worker's
compensation program.

4. PFTH. All local resources must be considered and used before CHAMPUS
benefits under the PFTH may be extended. If a handicapped CHAMPUS beneficiary
who otherwise is eligible for benefits under the PFTH is eligible for other
Federal, state, or local assistance to the same extent as any other resident
or citizen, CHAMPUS benefits are not payable. The sponsor does not have the
option of waiving available Federal, state, or local assistance in favor of
using CHAMPUS benefits.

E. IMPLEMENTING INSTRUCTIONS

The Director, OCHAMPUS, or a designee, shall issue such instructions, pro-
cedures, or guidelines, as necessary, to implement the intent of this chapter.
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CHAPTER 9
ADMINISTRATIVE REMEDIES FOR FRAUD, ABUSE, AND CONFLICT OF INTEREST

A. GENERAL

1. This chapter sets forth provisions for invoking administrative
remedies under CHAMPUS in situations involving fraud, abuse, or conflict of
interest. The remedier impact institutional providers, professional
providers, and beneficiaries (including parents, guardians, or other
representatives of beneficiaries), and cover situations involving criminal
fraud, civil fraud, administrative determinations of conflicts of interest or
dual compensation, and administrative determinations of fraud or abuse. The
administrative actions, remedies, and procedures may differ based upon
whether the initial findings were made by a court of law, another agency, or
the Director, OCHAMPUS (or designee).

2. This chapter also sets forth provisions for invoking administrative
remedies in situations requiring administrative action to enforce provisions
of law, regulation, and policy in the administration of CHAMPUS and to ensure
quality of care for CHAMPUS beneficiaries. Examples of such situations may
include a case in which it is discovered that A provider fails to meet
requirements under this Regulation to be an authorized CHAMPUS provider; a
case in which the provider ceases to be qualified as a CHAMPUS provider
because of suspension or revocation of the provider's license by a local
licensing authority; or a case in which a provider meets the minimum
requirements under this Regulation but, nonetheless, it is determined that it
is in the best interest of the CHAMPUS or CHAMPUS beneficiaries that the
provider should not be an authorized CHAMPUS provider.

3. The administrative'remedies set forth in this chapter are in
addition to, and not in lieu of, any other remedies or sanctions authorized
by law or regulation. For example, administrative action under this chapter
may be taken in a particular case even if the same case will be or has been
processed under the administrative procedures established by the Department
of Defense to implement the Program Fraud Civil Remedies Act.

4. Providers seeking payment from the Federal Government through
programs such as CHAMPUS have a duty to familiarize themselves with, and
comply with, the program requirements.

5. CHAMPUS contractors and peer review organizations have a
responsibility to apply provisions of this regulation in the discharge of
their duties, and to report all known situations involving fraud, abuse, or
conflict of interest. Failure to report known situations involving fraud,
abuse, or conflict of interest will result in the withholding of
administrative payments or other contractual remedies as determined by the
Director, OCHAMPUS, or a designee.

B. ABUSE

The term "abuse" generally describes incidents and practices which may
directly or indirectly cause financial loss to the Government under CHAMPUS
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or to CHAMPUS beneficiaries. For the definition of abuse, see Chapter 2 of
this Regulation. The type of abuse to which CHAMPUS is most vulnerable is
the CHAMPUS claim involving the overutilization of medical and health care
services. To avoid abuse situations, providers have certain obligations to
provide services and supplies under CHAIIPUS which are: (i) furnished at the
appropriate level and only when and to the extent medically necessary as
determined under the provisions of this Regulation; (ii) of a quality that
meets professionally recognized standards of health care; and, (iii)
supported by adequate medical documentation as may reasonably be required
under this Regulation by the Director, OCHAMPUS, or a designee, to evidence
the medical necessity and quality of services furnished, as well as the
appropriateness of the level of care. A provider's failure to comply with
these obligations can result in sanctions being imposed by the Director,
OCHAMPUS, or a designee, under this chapter. Even when administrative
remedies are not initiated under this chapter, abuse situations under CHAMPUS
are a sufficient basis for denying all or any part of CHAMPUS cost-sharing of
individual claims. The types of abuse or possible abuse situations under
CHAMPUS include, but are not limited, to the following:

1. A pattern of waiver of beneficiary (patient) cost-share or
deductible.

NOTE: In a case of a legitimate bad debt write-off of patient
cost-share or deductible, the provider's record should include
documentation as to what efforts were made to collect the debt,
when the debt was written off, why the debt was written off,
and the amount of the debt written off.

2. Improper billing practices. Examples include, charging CHAMPUS
beneficiari, rates for services and supplies that are in excess of those
charges rout..iely charged by the provider to the general public, commercial
health insurance carriers, or other federal health benefit entitlement
programs for the same or similar services. (This includes dual fee
schedules - one for CHAMPUS beneficiaries and one for other patients or third
party payers. This also includes billing other third-party payers the same
as CHAMPUS is billed but accepting less than the billed amount as
reimbursement. However, a formal discount arrangement such as through a
preferred provider organization, may not necessarily constitute an improper
billing practice.)

3. A pattern of claims for services which are not medically necessary
or, if medically necessary, not to the extent rendered. For example, a
battery of diagnostic tests are given when, based on the diagnosis, fewer
tests were needed.

4. Care of inferior quality. For example, consistently furnishing
medical or mental health services that do not meet accepted standards of
care.

5. Failure to maintain adequate medical or financial records.

6. Refusal to furnish or allow the Government (for example, OCHAMPUS)
or Government contractors access to records related to CHAMPUS claims.
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7. Billing substantially in excess of customary or reasonable charges
unless it is determined by OCHAMPUS that the excess charges are justified by
unusual circumstances or medical complications requiring additional time,
effort, or expense in localities when Lt is accepted medical practice to make
an extra charge in such cases.

8. Unauthorized use of the term "Civilian Health and Medical Program of
the Uniformed Services (CHAMPUS)" in private business. While the use of the
term "CHAMPUS" is not prohibited by federal statute, misrepresentation or
deception by use of the term "CHAMPUS" to imply an official connection with
the Government or to defraud CHAMPUS beneficiaries may be a violation of
federal statute. Regardless of whether the actual use of the term "CHAMPUS"
may be actionable under federal statute, the unauthorized or deceptive use of
the term "CHAMPUS" in private business will be considered abuse for purposes
of this chapter.

C. FRAUD

For the definition of fraud, see Chapter 2 of this Regulation. Examples
of situations which, for the purpose of this Regulation, are presumed to be
fraud include, but are not limited to:

1. Submitting CHAMPUS claims (including billings by providers when the
claim is submitted by the beneficiary) for services, supplies, or equipment
not furnished to, or used by, CHAMPITS beneficiaries. For example, billing or
claiming services when the provider was on call (other than an authorized
standby charge) and did not provide any specific medical care to the
beneficiary; providing services to an ineligible person and billing or
submitting a claim for the services in the name of an eligible CHAMPUS
beneficiary; billing or submitting a CHAMPUS claim for an office visit for a
missed appointment; or billing or submitting a CHAMPUS claim for individual
psychotherapy when a medical visit was the only service provided.

2. Billing or submitting a CHAMPUS claim for costs for noncovered or
nonchargeable services, supplies, or equipment disguised as covered items.
Some examples are: (i) billings or CHAMPUS claims for services which would
be covered except for the frequency or duration of the services, such as
billing or submitting a claim for two one-hour psychotherapy sessions
furnished on separate days when the actual service furnished was a two-hour
therapy session on a single day, (ii) spreading the billing or claims for
services over a time period that reduces the apparent frequency to a level
that may be cost-shared by CHAMPUS, (iii) charging to CHAMPUS, directly or
indirectly, costs not incurred or not reasonably allowable to the services
billed or claimed under CHAMPUS, for example, costs attributable to
nonprogram activities, other enterprises, or the personal expenses of
principals, or (iv) billing or submitting claim on a fee-for-service basis
when in fact a personal service to a specific patient was not performed and
the service rendered is part of the overall management of. for example, the
laboratory or x-ray department.

3. Breach of a provider participation agreement which results in the
beneficiary (including parent, guardian. or other representative) being
billed for amounts which exceed the CHAMPUS-determined allowable charge or
cost.
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4. Billings or CHAMPUS claims for supplies or equipment which are
clearly unsuitable for the patient's needs or are so lacking in quality or
sufficiency for the purpose as to be virtually worthless.

5. Billings or CHAMPUS claims which involve flagrant and persistent
overutilization of services without proper regard for results, the patient's
ailments, condition, medical fieeds, or the physician's orders.

6. Misrepresentations of dates, frequency, duration, or description of
services rendered, or of the identity of the recipient of the services or the
individual who rendered the services.

7. Submitting falsified or altered CHAMPUS claims or medical or mental
health patient records which misrepresent the type, frequency, or duration of
services or supplies or misrepresent the name(s) of the individual(s) who
provided the services or supplies.

8. Duplicate billings or CHAMPUS claims. This includes billing or
submitting CHAMPUS claims more than once for the same services, billing or
submitting claims both to CHAMPUS and the beneficiary for the same services,
or billing or submitting claims both to CHAMPUS and other third-parties (such
as other health insurance or government agencies) for the same services,
without making full disclosure of material facts or immediate, voluntary
repayment or notification to CHAMPUS upon receipt of payments which combined
exceed the CHAMPUS-determined allowable charge of the services involved.

9. Misrepresentation by a provider of his or her credentials or
concealing information or business practices which bear on the provider's
qualifications for authorized CHAMPUS provider status. For example, a
provider representing that he or she has a qualifying doctorate in clinical
psychology when the degree is not from a regionally accredited university.

10. Reciprocal billing. Billing or claiming services which were
furnished by another provider or furnished by the billing provider in a
capacity other than as billed or claimed. For example, practices such as the
following: (i) one provider performing services for another provider and the
latter bills as though he had actually performed the services (e.g., a
weekend fill-in); (ii) providing service as an institutional employee and
billing as a professional provider for the services; (iii) billing for
professional services when the services were provided by another individual
who was an institutional employee; (iv) billing for professional services at
a higher provider profile than would be paid for the person actually
furnishing the services, (for example, bills reflecting that an M.D. or Ph.D.
performed the services when services were actually furnished by a licensed
social worker, psychiatric nurse, or marriage and family counselor); or (v)
an authorized provider billing for services which were actually furnished by
an unauthorized or sanctioned provider.

11. Submitting CHAMPUS claims at a rate higher than a rate established
between CHAMPUS and the provider, if such a rate has been established. For
example, billing or claiming a rate in excess of the provider's most favored
rate limitation specified in a residential treatment center agreement.
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12. Arrangements by providers with employees, independent contractors,
suppliers, or others which appear to be designed primarily to overcharge the
CHAMPUS through various means (such as commissions, fee-splitting, and
kickbacks) used to divert or conceal improper or unnecessary costs or
profits.

13. Agreements or arrangements between the supplier and recipient
(recipient could be either a provider or beneficiary, including the parent,
guardian, or other representative of the beneficiary) that result in billings
or claims which include unnecessary costs or charges to CHAMPUS.

D. CONFLICT OF INTEREST

1. Conflict of interest includes any situation where an active duty
member of the Uniformed Services (including a reserve member while on active
duty, active duty for training, or inactive duty training) or civilian
employee of the United States Government, through an official federal
position has the apparent or actual opportunity to exert, directly or
indirectly, any influence on the referral of CHAMPUS beneficiaries to
himself/herself or others with some potential for personal gain or the
appearance of impropriety. Although individuals under contract to the
Uniformed Services are not considered "employees," such individuals are
subject to conflict of interest provisions by express terms of their
contracts and, for purposes of this Regulation, may be considered to be
involved in conflict of interest situations as a result of their contract
positions. In any situation involving potential conflict of interest of a
Uniformed Service employee, the Director, OCHAMPUS, or a designee, may refer
the case to the Uniformed Service concerned for appropriate review and
action. If such a referral is made, a report of the results of findings and
action taken shall be made to the Director, OCHAMPUS, by the Uniformed
Service having jurisdiction within 90 days of receiving the referral.

2. CHAMPUS cost-sharing shall be denied on any claim where a conflict
of interest situation is found to exist. This denial of cost-sharing applies
whether the claim is submitted by the individual who provided the care, the
institutional provider in which the care was furnished, or the beneficiary.

E. DUAL COMPENSATION

1. Federal law (5 U.S.C. 5536) prohibits active duty members of the
Uniformed Services or employees (including part-time or intermittent.)
appointed in the civil service of the United States Government from receiving
additional compensation from the Government above their normal pay and
allowances. This prohibition applies to CHAMPUS payments for care furnished
to CHAMPUS beneficiaries by active duty members of the Uniformed Services or
civilian employees of the Government.

2. CHAMPUS cost-sharing of a claim shall be denied where the servic:e,
or supplies were provided by an active duty member of the Uniformed Services
or a civilian employee of the Government. This denial of CHAMPUS payment
applies whether the claim for reimbursement is filed by the individual who
provided the care, the institutional provider in which the care was
furnished, or by the beneficiary.
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NOTE: Physicians of the National Health Service Corps (NHSC) may be
assigned to areas where there is a shortage of medical
providers. Although these physicians would be prohibited from
accepting CHAMPUS payments as individuals if they are employees
of the United States Government, the private organizations to
which they may be assigned may be eligible for payment, as
determined by the Director, OCHAMPUS, or a designee.

3. The prohibition against dual compensation does not apply to
individuals under contract to the Uniformed Services or the Government.

F. ADMINISTRATIVE REMEDIES

Administrative remedies available under CHAMPUS in this chapter are set
forth below.

1. Provider exclusion or suspension. The Director, OCHAMPUS, or a
designee, shall have the authority to exclude or suspend an otherwise
authorized CHAMPUS provider from the program based on any criminal conviction
or civil judgment involving fraud by the provider; fraud or abuse under
CHAMPUS by the provider; exclusion or suspension of the provider by another
agency of the Federal Government, a state, or local licensing authority;
participation in a conflict of interest situation by the provider; or, when
it is in the best interests of the program or CHAMPUS beneficiaries to
exclude or suspend a provider under CHAMPUS. In all cases, the exclusion or
suspension of a provider shall be effective 15 calendar days from the date on
the written initial determination issued under subsection H.2. of this
chapter.

a. Criminal conviction or civil judgment involving fraud by a
provider.

(I) Criminal conviction involving CHAMPUS fraud. A provider
convicted by a Federal, state, foreign, or other court of competent
jurisdiction of a crime involving CHAMPUS fraud, whether the crime is a
felony or misdemeanor, shall be excluded or suspended from CHAMPUS for a
period of time as determined by the Director, OCHAMPUS, or a designee. The
CHAMPUS exclusion or suspension applies whether or not the provider, as a
result of the conviction, receives probation or the sentence is suspended or
deferred, and whether or not the conviction or sentence is under appeal.

NOTE: Under the above paragraph a.(l), an entity may be excluded or
suspended from CHAMPUS whenever the entity is found to have a
person, convicted of a crime involving CHAMPUS fraud, who has a
direct or indirect ownership or control interest (see Chapter
2) of 5 percent or more in the entity, or is an officer,
director, agent or managing employee of the entity. The entity
will have an opportunity to provide evidence to show that the
ownership or control relationship has ceased. While an entity
will not be excluded or suspended from CHAMPUS for employing a
provider who has been sanctioned under this chapter, the entity
will be denied CHAMPUS payment for any services furnished by
the sanctioned employee. As an authorized CHAMPUS provider,
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the entity is responsible for ensuring that all CHAMPUS claims
involve services furnished to CHAMPUS beneficiaries by
employees who meet all requirements under CHAMPUS for provider
status.

(2) Criminal conviction involving fraud of other Federal
pr.ograms. Any provider convicted by a Federal, state, or other court of
competent jurisdiction of a crime involving another Federal health care or
benefit program (such as plans administered under titles XVIII and XIX of the
Social Security Act, Federal Workmen's Compensation, and the Federal
Employees Program (FEP) for employee health insurence), whether the crime is
a felony or misdemeanor, shall be excluded from CHAMPUS for a period of time
as determined by the Director, OCHAMPUS, or a designee. The CHAMPUS
exclusion or suspension applies whether or not the provider, as a result of
the conviction, receives probation or the sentence is suspended or deferred,
and whether or not the conviction or sentence is under appeal.

(3) Criminal conviction involving fraud of non-Federal
programs. Any provider convicted by a Federal, state, foreign, or other
court of competent jurisdiction of a crime involving any non-Federal health
benefit program or private insurance involving health benefits may be
excluded or suspended from CHAMPUS for a period of time as determined by the
Director, OCHAMPUS, or a designee.

(4) Civil fraud involving CHAMPUS. If a judgment involving
civil fraud has been entered (whether or not it is appealed) against a
provider in a civil action involving CHAMPUS benefits (whether or not other
Federal programs are involved), the provider shall be excluded or suspended
from CHAMPUS for a period determined by the Director, OCHAMPUS, or a
designee.

(5) Civil fraud involving other programs. If a judgment
involving civil fraud has been entered against a provider (whether or not it
has been appealed) in a civil action involving other public or private health
care programs or health insurance, the provider may be excluded or suspended
for a period of time determined by the Director, OCHAMPUS, or a designee.

b. Administrative determination of fraud or abuse under CHAMPUS.
If the Director, OCHAMPUS, or a designee, determines that a provider has
committed fraud or abuse as defined in this Regulation, the provider shall be
excluded or suspended from CHAMPUS for a period of time determined by the
Director, OCHAMPUS, or designee.

c. Administrative determination that theprovider has been
excluded or suspended by another agency of the Federal Government, a state,
or local licensing authority. Any provider who is excluded or suspended by
any other Federal health care program (for example, Medicare), shall be
excluded or suspended under CHAMPUS. A provider who has his/her credentials
revoked through a Veterans Administration or Military Department credentials
review process and who is excluded, suspended, terminated, retired, or
separated, shall also be excluded or suspended under CHAMPUS. The period of
time of exclusion or suspension shall be determined by the Director,
OCHAMPUS, or a decignee, pursuant to section G. of this chapter.
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d. Administrative determination that the provider has participated
in a conflict of interest situation. The Director, OCHAMPUS, or a designee,
may exclude or suspend any provider who has knowingly been involved in a
conflict of interest situation under CHAMPUS. The period of time of
exclusion or suspension shall be determined by the Director, OCHAMPUS, or a
designee, pursuant to section G. of this chapter. For purposes of this
administrative determination, it will be presumed that a CHAMPUS provider
knowingly participated in a conflict of interest situation if the provider
employs, in the treatment of a CHAMPUS beneficiary (resulting in a CHAMPUS
claim), any medical personnel who are active duty members of the Uniformed
Services or civilian employees of the Government. The burden of proof to
rebut this presumption rests with the CHAMPUS provider. Two exceptions will
be recognized to the presumption that a conflict of interest exists. First,
indirect CHAMPUS payments may be made to private organizations to which
physicians of the National Health Service Corps (NHSC) are assigned. Second,
any off duty Government medical personnel employed in an emergency room of an
acute care hospital will be presumed not to have had the opportunity to
exert, directly or indirectly, any influence on the referral of CHAMPUS
beneficliries: therefore, CHAMPUS payments may be made to the employing
hospital provided the medical care was not furnished directly by the off-duty
Government medical personnel in violation of dual compensation provisions.

e. Administrative determination that it is in the best interests
of the CHAMPUS or CHAMPUS beneficiaries to exclude or suspend a provider.

(1) Unethical or improper practices or unprofessional conduct.

(a) In most instances, unethical or improper practices or
unprofessional conduct by a provider will be program abuse and subject the
provider to exclusion or suspension for abuse. However, in some cases such
practices and conduct may provide an independent basis for exclusion or
suspension of the provider by the Director, OCHAMPUS, or a designee.

kb) Such exclusions or suspensions may be based on
findings or recommendations of state licensure boards, boards of quality
assurance, other regulatory agencies, state medical societies, peer review
organizations, or other professional associations.

(2) In any other case in which the Director, OCHAMPUS (or
designee), determines that exclusion ok suspension of a provider is in the
best interests of CHAMPUS or CHAMPUS beneficiaries. The Director, OCHAMPUS,
or a designee, may exclude or suspend any provider if it is determined that
the authorization of that particular provider under CH\MPUS poses an
unreasonable potential for fraud, abuse, or professional misconduct. Any
documented misconduct by the provider reflecting on the business or
professional competence or integrity of the provider may be considered.
Situations in which the Director, OCHAMPUS, or a designee, may take
administrative action under this chapter to protect CHAMPUS or CHAMPTS
beneficiaries include, but are not limited to. a case in whiuh it is
determined that a provider poses an unreasonable potential cýost to the
Government to monitor the provider for fraud or abuse and to avoid the
issuance of erroneous payments; or that the provider poses an unreasonable
potential harm to the financial or health status of CHAMPUS beneficiaries; or
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that the provider poses any other unreasonable threat to the interests of

CHAMPUS or CHAMPUS beneficiaries. One example of such circumstanhes invo!-cs
a provider who, for his/her entire practice or tor most of his/her practice,
provides or bills for treatment that i-; not a CHAMPUS benefit, resulting in
CHAMPUS frequently and repeatedly denying claims as non-covered services.
This may occur when a professional provider furnishes sex therapy (a therapy
which may be recognized by the provider's licensing authority but which is
excluded from CHAMPUS coverage) and repeatedly submits CHAMPUS claims for the
services.

2. Provider termination. The Director, OCHAMPUS. or a desigrnee, shall
terminate the provider status of any provider determined not to met the

qualifications established by this Regulation to be an authorized CHAMPUS
provider.

a. Effective date of tetmination. Except as provided in paragraph
G.2.b. of this chapter, the termination shall be retroactive to the date on
which the provider did not meet the requirements of this Regulation.

(1) The retroactive effective oate of termination shall not be
limited due to the passage of time, erroneous payment of claims, or anv other
events which may be cited as a basis for CHAMPUS recognition of the provider
notwithstanding the fact that the provider does not meet program
qualifications. Unless Epecific provision is made in this Regulation to
"grandfather" or authorize a provider who does not otherwise meet the
qualifications established by this Regulation, all unqualified providers
shall be terminated.

(2) Any claims cost-shared or paid under CHAMPUS for services
or supplies furnished by the provider on or after the effective date of
termination, even when the effective date is retroactive, shall he deemed an
erroneous payment unless specific exception is provided in this Regulation.
All erroneous payments are subject to collection under Chapter 11 of this
Regulation.

(3) If an institution is terminated as an authorized CHAMPUS
provider, the institution shall immediately give written notice of the
termination to any CHAMPUS beneficiary (or their parent, guardian, or other
representative) admitted to, or recpiving care at, the institution on or
after the effective date of the termination. In addition, when an
institution is terminated with an effective date of termination after the
date of the initial determination terminating the provider, any beneficiary

admitted to the institution prior to the effective date of termination (or
their parent, gu.ardian, or other representative) shall be notified by the
Director, OCHAMPUS, or a designee, by certified mail of the termination, and
that CHAMPUS cost-sharing of the ben.-fiiiarv's caLe in the inst itu.,tiI'n will

cease as of the effective date of thb tormination. How-k- ,t -n, 1,t-ti, ia \

admitted to the institution prior t tf) amy cra e 1'riod ×xt •0-1, tr- t
institution under subparagraph F. .I,. (I 1 if tthis , haptý,i 1111 1 - -Ad ii -l
that, if the beneficiary's care # hot ,. i ' quialifi o f(,t 'oJiAMP ,IS ,' ,
CHAMPUS cost-sharing of the care in the institution will ,on inup in ortdor to,
provide a reasonable period of transition of care; however the transitional
period of CHAMPUS cost-sharing shall not exceed the last day of the month
following the month in which the institution's status as a CHAMPUS provider
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is terminated. (This authorized CHAMPUS cost-sharing of the inpatient care
received during the transition period is an exception to the general rule
that CHAMPUS payment for care furnished after the effective date of
termination of the provider's status shall be deemed to be an erroneous
payment.) If a major violation under subparagraph F.2.b.(1) of this chapter
is involved, in order to ensure immediate action is taken to transfer
beneficiaries to an approved provider, CHAMPUS cost-sharing shall not be
authorized after the effective date of termination of the provider's status.

b. Institutions not in compliance with CHAMPUS standards. If it
is determined that an institution is not in compliance with one or more of
the standards applicable to its specific category of institution under this
Regulation, the Director, OCHAMPUS, or a designee, shall take immediate steps
to bring about compliance or terminate the status of the provider as an
authorized CHAMPUS provider.

(1) Minor violations. An institution determined to be in
violation of one or more of the standards shall be advised by certified mail
of the nature of the discrepancy or discrepancies and will be given a grace
period of 30 days to effect appropriate corrections. The grace period may be
extended at the discretion of the Director, OCHAMPUS, or a designee, but in
no event shall the extension exceed 90 days.

(a) CHAMPUS will not cost-share a claim for any
beneficiary admitted during the grace period.

(b) Any beneficiary admitted to the institution prior to
the grace period (or the beneficiary's parent, guardian, or other
representative) will be notified by the Director, OCHAMPUS, or a designee, in
writing, of the minor violations and the grace period granted the institution
to correct the violations. The beneficiary will also be advised that, if the
beneficiary's care otherwise meets all requirements for CHAMPUS coverage,
CHAMPUS cost-sharing will continue during the grace period.

(c) If the institution submits written notice before the
end of the grace period that corrective action has been taken and if the
Director, OCHAMPUS, or a designee, determines that the corrective action has
eliminated the minor violations, the provider will be advised that the
institution is restored to full status as an authorized CHAMPUS provider as
of 12:01 a.m. on the day written notice of correction was received by the
Director, OCHAMPUS, or a designee, or the day on which acceptable corrective
action was completed in the judgment of the Director, OCHAMPUS, or a
designee. Any beneficiary admitted to the institution prior to the grace
period will be notified by the Director, OCHAMPUS, or a designee, of the
corrective action and that the provider continues to be an authorized CHAMPUS
provider. CHAMPUS cost-sharing for any beneficiary admitted to the
institution during the grace period shall be allowed only for (are received
after 12:01 a.m. on the day written notice of correction was tep'eivpd by the
Director, OCHAMPUS, or a designee, ,r the day on which a, eitable ,,,rr-, tivo
action was completed in the judgment (,f the Director, OCHAMPUS. or a
designee.

(d) If the institution has fdiled to give notification in
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writing before the end of the grace period that corrective action has been
completed or, in the judgment of the Director, OCHAMPUS, or a designee, the
institution has not completed acceptable corrective action during the grace
period, the Director, OCHAMPUS, or a d,!signee, may initiate action to
terminate the provider as an authorized CHAMPUS provider.

(2) Major violations. If the Director, OCHAMPUJS, or a
designee, determines that an institution is in violation of standards
detrimental to life, safety, or health, or substantially in violation of
approved treatment programs, immediate action shall be taken to terminate the
institution as an authorized CHAMPUS provider. The institution shall be
notified by telegram, certified mail, or e-cpress mail of the termination
under this subparagraph, effective on receipt of the notice. The notice
shall include a brief statement of the nature of violations resulting in the
termination and advise the institution that an initial determination
formalizing the administrative action of termination will be issued pursuant
to paragraph H.3.b. of this chapter within 15 days.

3. Beneficiary sanctions.

a. With entitlement to CHAMPUS benefits based on public law, an
eligible beneficiary will not be suspended or excluded from CHAMPUS.
However, the Director, OCHAMPUS, or a designee, may take action deemed
appropriate and reasonable to protect the Government from those beneficiaries
(including sponsors, parents, guardians, or representatives of beneficiaries)
who have submitted false claims.

b. Pursuant to Chapter 11 of this Regulation, the Director,
OCHAMPUS, or a designee, may recover erroneous payments on claims involving

fraud or false or misleading statements. Remedies for recovery of the
erroneous payments include the use of offset against future CHAMPUS payments.

c. Under policies adopted by the Director, OCHAMPUS, or a
designee, individuals who, based on reliable information, have previously
submitted fraudulent or false CHAMPUS claims, may be required to comply with
any procedures (e.g., partial or total pre-payment audit or review,
restriction to a designated primary care provider, Ptc.) which the Director,
OCHAMPUS, or a designee, deems appropriate to ensure that their future
medical care and CHAMPUS claims (includii1 g the medical care and CNIAMPUS
claims submitted by or for members of their family) are valid.

G. PERIOD OF EXCLUSION, SUSPENSION, OR TERMINATION

1. Exclusions or suspensions. Except as otherwise required by
paragraph G.l.a. below, the Director, OCHAMPUS. or a designee. shall
determine the period of exclusion or suspension for a provider using the
factors set forth in paragraph G.l.. of this section.

a. Exclusion or suspension of a prov ider based tn the provider's
exclusion or suspension by another agpigncyof the Federal Government, a qtate,
or a local licensing authoriti. If the administrative action under CHAMPUS
is based solely on the provider's exclusion or suspension by another agency,
state, or local licensing authority, the period of exclusion or suspension
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under CHAMPUS shall be for the same length of time of exclusion or suspension
imposed by the other agency, state, or local licensing authority. The
provider may request reinstatement as an authorized CHAMPUS provider if
reinstatement is achieved under the other program prior to the end of the
period of exclusion or suspension. If the administrative action under
CHAMPUS is not based solely on the provider's exclusion or suspension by
another agency, state, or local licensing authority, the minimum period of
exclusion or suspension shall be for the same period of exclusion or
suspension imposed by the other agency, state, or local licensing authority.

b. Factors to be considered in determiningthe period *of exclusion
or suspension of providers under CHAMPUS. In determining the period of
exclusion or suspension of a provider, the Director, OCHAMPUS, or a designee,
may consider any or all of the following:

(1) When the case concerns all or any part of the same issues
which have been the subject of criminal conviction or civil judgment
involving fraud by a provider:

(a) The period(s) of sentence, probation, and other
sanction imposed by court order against the provider may be presumed
reasonable and adopted as the administrative period of exclusion or
suspension under CHAMPUS, unless aggravating or mitigating factors exist.

(b) If any aggravating factors exist, then cause exists
for the Director, OCHAMPUS, or a designee, to consider the factors set forth
in subparagraph G.l.b.(2), below, in imposing a period of administrative
exclusion or suspension in excess of the period(s) of sentence, probation,
and/or other sanctions imposed by court order. Examples of aggravating
factors include, but are not limited to:

1 An administrative determination by the Director,
OCHAMPUS, or a designee, that the basis for administrative exclusion or
suspension includes an act(s) of fraud or abuse under CHAMPUS in addition to,
or unrelated to, an act(s) of fraud included in the court conviction or civil
judgment.

2 The fraudulent act(s) involved in the criminal
conviction or civil judgment, or similar acts, were committed over a
significant period of time; that is, one year or more.

3 The act(s) of fraud or abuse had an adverse
physical, mental, or financial impact on one or more CHAMPUS beneficiaries.

4 The loss or potential loss to CHAMPUS is over
$5,000. The entire amount of loss or potential loss to CHAMPUS due to acts
of fraud and abuse will be considered, in addition to the anmount of loss
involved in the court conviction or. -ivil judgment. regardl.ss of whether
full or partial restitution has been mado to CHAtIPUS.

5 The providpr has a prior court record, criminal or
civil, or administrative record or finding of fraud or abuse.
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(c) If any mitigating factors exist, then cause may exist
for the Director, OCHAMPUS, or a designee, to reduce a period of
administrative exclusion or suspension from any period(s) imposed by court
conviction or civil judgment. Only th, existence of either of the following
two factors may be considered in mitigation:

1 The criminal conviction or civil judgment only
involved three or fewer misdemeanor offenses, and the total of the estimated
losses incurred (Inc1,,ding Rn; lozq fror. act(s) not involved in the
conviction or judgment) is less than $1,000, regardless of whether full or
partial restitution has been made.

2 The criminal or civil court proceedings establish
that the provider had a mental, emotional or physical condition, prior to or
contemporaneous with the commission of the act(s), that reduced the
provider's criminal or civil culpability.

(2) The Director, OCHAMFUS, or a designee, may consider the
following factors in determining a reasonable period of exclusion or
suspension of a provider under CHAMPUS:

(a) The nature of the claims and the circumstances under
which they were presented;

(b) The degree of culpability;

(c) History of prior offenses (including whether claims
were submitted while the provider was either excluded or suspended pursuant

to prior administrative action);

(d) Number of claims involved;

(e) Dollar amount of claims involved;

(f) Whether, if a crime was involved, it was a felony or

misdemeanor;

(g) If patients were injured financially, mentally, or
physically; the number of patients; and the seriousness of the injury(ies);

(h) The previous record of the provider under CHAMPUS;

(i) Whether restitution has been made or arrangements for
repayment accepted by the Government;

(j) Whether the provider has resolved the conflict of
interest situations or implemented procedures acceptable to the Director.
OCHAMPUS, or a designee, which will prevent conflict of interest in thf

future; and,

(k) Such other factors as may be deemed appropriat-.
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2. Terminations. When a provider's status as an authorized CHAMPUS
provider is ended, other than through exclusion or suspension, the
termination is based on a finding that the provider does not meet the
qualifications to be an authorized pro-rider, as set forth in this
Regulation. Therefore, the period of termination in all cases will be
indefinite and will end only after the provider has successfully met the
established qualifications for authorized provider status under CHAMPUS and
has been reinstated under CHAMPUS° Except as otherwise provided in this
subparagraph, the following guidelines control the termination of authorized
CHAMPUS provider status for a provider whose license to practice (or, in the
case of an institutional nrovider. to operate) has been t-mporarily or
permanently suspended or revoked by the jurisdiction issuing the license.

a. Termination of the provider under CHAMPUS shall continue even
if the provider obtains a license to practice in a second jurisdiction during
the period of suspen.ion or revocation cf the provider's license by the
original licensing jurisdiction. A provider who has licenses to practice in
two or more jurisdictions and has one or more license(s) suspended or revoked
will also be terminated as a CHAMPUS provider.

(1) Professional providers shall remain terminated from the
CHAMPUS until the jurisdiction(s) suspending or revoking the provider's
license(s) to practice restores it or removes the impediment to restoration.

(2) Institutional providers shall remain terminated under
CHAMPUS until their license is restored. In the event the facility is sold,
transferred, or reorganized as a new legal entity, and a license issued under
a new name or to a different legal entity, the new entity must submit an
application to be an authorized CHAMPUS provider.

b. If the CHAMPUS provider status is terminated due to the loss of
the provider's license, the effective date shall be retroactive to the date
the provider lost the license; however, in the case of a professional
provider who has licenses in two or more jurisdictions and cubmitted claims
from a jurisdiction from which he/she had a valid license, the effective date
of the termination will be 15 calendar days from the date of the written
initial determination of termination for purposes of claims from the
jurisdiction in which the provider still has a valid license.

H. PROCEDURES FOR INITIATING AND IMPLEMENTING THE ADMINISTRATIVE REMEDIES

1. Temporary suspension of claims processing.

a. In general, temporary suspension of claims processing may be
invoked to protect the interests of the Government for a period reasonably
necessary to complete investigation or appropriate criminal, civil, and
administrative proceedings. The temporary suspension only delays the
ultimate payment of otherwise appropriate claims. When claims processing
involving a participating provider is temporarily suspended, the
participation agreement remains in full force and the provider cannot
repudiate the agreement because of the delay in the final disposition of the
claim(s). Once it has been determined appropriate to end the temporary
suspension of claims processing, CHAMPUS claims which were the subject of the
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suspension and which are otherwise determined to be in compliance with the
requirements of law and regulation, will be processed to completion and
payment unless such action is deemed inappropriate as a result of criminal,
civil, or administrative remedies ultiriately invoked in the case.

b. When adequate evidence exists to determine that a provider or
beneficiary is submitting fraudulent or false claims or claims involving
practices that may be fraud or abuse as defined by this Regulation, the
Director, OCHAMPUS, or a designee, may suspend CHAMPUS claims processing (in
whole or in part) for claims submitted by the beneficiary or any CHAMPUS
claims involving care furnished by the provider. The temporary suspension of
claims processing for care furnished by a provider may be invoked against all
such claims, whether or not the claims are submitted by the beneficiary or by
the provider as a participating CHAMPUS provider. In cases involving a
provider, notice of the suspension of claims processing may also be given to
the beneficiary community either directly or indirectly through notice to
appropriate military facilities, health benefit advisors, and the information
or news media.

(1) Adequate evidence is any information sufficient to support
the reasonable belief that a particular act or omission has occurred.

(2) Indictment or any other initiation of criminal charges,
filing of a complaint for civil fraud, issuance of an administrative
complaint under the Program Fraud Civil Remedies Act, or issuance of an
initial determination under this Regulation for submitting fraudulent or
false claims or claims involving practices that may be fraud or abuse as
defined by this Regulation, shall constitute adequate evidence for invoking
temporary suspension of claims processing.

c. The Director, OCHAMPUS, or a designee, may suspend CHAMPUS
claims processing without first notifying the provider or beneficiary of the
intent to suspend payments. Following a decision to invoke a temporary
suspension, however, the Director, OCHAMPUS, or a designee, shall issue
written notice advising the provider or beneficiary that:

(1) A temporary suspension of claims processing has been
ordered and a statement of the basis of the decision to suspend payment.
Unless ,he suspension is based on any of the actions set forth in
subparagraph H.l.b.(2) above, the notice shall describe the suspected acts or
omissions in terms sufficient to place the provider or beneficiary on notice
without disclosing the Government's evidence.

(2) Within 30 days (or, upon written request received by
OCHAMPUS during the 30 days and for good cause shown, within 60 days) from
the date of the notice, the provider or beneficiary may:

(a) Submit to the Director, OCHAMPUS. or a designee, in
writing, information (including documentary evidence) and argument in
opposition to the suspension, provided the additional specific information
raises a genuine dispute over the material facts, or
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(b) SubmiL a written request to present in person
evidence or argument to the Director, OCHAMPUS, or a designee. All such
presentations shall be made at the Offi~ce of Civilian Health and Medical
Program of the Uniformed Services (OCHAMPUS) in Aurora, Colorado, at the
provider's or beneficiary's own expense.

(3) Additional proceedings to determine disputed material
facts may be conducted unless:

(a) the suspension is based on any of the actions set
forth in subparagrapih H.1.b.(2) above, or,

(b) a determination is made, on the basis of the advice
of the responsible Government official (e.g., an official of the Department
of Justice, the designated Reviewing Official under the Program Fraud Civil
Remedies Act, etc.), that the substantial interests of the Government in
pending or contemplated legal or administrative proceedings based on the same
facts as the suspension would be prejudiced.

d. If the beneficiary or provider submits, either in writing or in
person, additional information or argument in opposition to the suspension,
the Director, OCHAMPUS, or a designee, shall issue a suspending official's
decision which modifies, terminates, or leaves in force the suspension of
claims processing. However, a decision to terminate or modify the suspension
shall be without prejudice to the subsequent imposition of suspension of
claims processing, imposition of sanctions under this chapter, the recovery
of erroneous payments under Chapter 11 of this Regulation, or any other
administrative or legal action authorized by law or regulation. The
suspending official's decision shall be in writing as follows:

(1) A written decision based on all the information in the
administrative record, including any submission by the beneficiary or
provider, shall be final in a case:

(a) based on any of the actions set forth in subparagraph
H.l.b.(2) above,

(h) in which the beneficiary's or provider's submission
does not raise a genuine dispute over material facts, or

(c) in which additional proceedings to determine disputed
material facts have been denied on the basis of advice of a responsible
Government official that the substantial interests of the Government in
pending or contemplated legal or administrative proceedings would be
prejudiced.

(2) In a case in whic:h additional proceedings are necessary as
to disputed material facts, the suspending official's decisinn shall adviso
the beneficiary or provider that the case has been referred for handling as a
hearing under Chapter 10 of this Regulation.

9-16

- - - - - - - - - - -



DoD 6010.8-R
Jul 91

e. A suspension of claims processing may be modified or terminated
for reasons such as:

(1) Newly discovered evidence;

(2) Elimination of any of the causes for which the suspension
was invoked; or

(3) Other reasons the Director, OCHAMPUS, or a designee, deems
appropriate.

f. A suspension of claims processing shall be for a temporary
period pending the completion of investigation and any ensuing legal or
administrative proceedings, unless sooner terminated by the Director,
OCHAMPUS, or a designee, or as provided in this paragraph.

(1) If legal or administrative proceedings are not initiated
within 12 months after the date of the suspension notice, the suspension
shall be terminated unless the Government official responsible for initiation
of the legal or administrative action requests its extension, in which case
it may be extended for an additional 6 months. In no event may a suspension
extend beyond 18 months, unless legal or administrative proceedings have been
initiated during that period.

(2) The Director, OCHAMPUS, or a designee, shall notify the
Government official responsible for initiation of the legal or administrative
action of the proposed termination of the suspension, at least 30 days before
the 12-month petiod expires, to give the official an opportunity to request
an extension.

2. Notice of proposed administrative sanction.

a. A provider shall be notified in writing of the proposed action
to exclude, suspend, or terminate the provider's status as an authorized
CHAMPUS provider.

(1) The notice shall state which sanction will be taken and
the effective date of that sanction as determined in accordance with the
provisions of this Regulation.

(2) The notice shall inform the provider of the situation(s),
circumstance(s), or action(s) which form the basis for the proposed sanction
and reference the paragraph of this Regulation under which the administrative
action is being taken.

(3) The notice will be sent to the provider's last known
business or office address (ur home address if there is no known business
address.)

(4) The notice shall offer the provider an opportunity to
respond within 30 days (or, upon written request received by OCHAMPUS during
the 30 days and for good cause shown, within 60 days) from the date on the
notice with either:
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(a) Documentary evidence and written argument contesting
the proposed action; or,

(b) A written requtst to present in person evidence or
argument to the Director, OCHAMPUS, or a designee. All such presentations
shall be made at the Office of the Civilian Health and Medical Program of the
Uniformed Services (OCHAMPUS) in Aurora, Colorado, at the provider's own
expense.

3. Initial determination.

a. If, after the provider has exhausted, or failed to comply with,
the procedures specified in subsection H.2. above, the Director, OCHAMPUS, or
a designee, decides to invoke an administrative remedy of exclusion,
suspension, or termination of a provider under CHAMPUS, written notice of the
decision will be sent to the provider by certified mail. Except in those
cases wher? the sanction has a retroactive effective date, the written notice
shall be dated no later than 15 days before the decision becomes effective.
For terminations under subparagraph F.2.b.(2) of this chapter, the initial
determination may be issued without first implementing or exhausting the
procedures specified in subsection H.2. above.

b. The initial determination shall include:

(1) A statement of the sanction being invoked;

(2) A statement of the effective date of the sanction;

(3) A statement of the facts, circumstances, or actions which
form the basis for the sanction and a discussion of any information submitted
by the provider relevant to the sanction;

(4) A statement of the factors considered in determining the
period of sanction;

(5) The earliest date on which a request for reinstatement
under CHAMPUS will be accepted;

(6) The requirements and procedures for reinstatement; and,

(7) Notice of the available hearing upon request of the
sanctioned provider.

4. Reinstatement procedures.

a. Restitution.

(1) There is no entitlement under CHAMPUS for payment
(cost-sharing) of any claim that involves either criminal or civil fraud as
defined by law, or fraud or abuse or conflict of interest as defined by this
Regulation. In addition, except as specifically provided in this Regulation,
there is no entitlement under CHAMPUS for payment (cost-sharing) of any claim
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for services or supplies furnished by a provider who does not meet the
Srequirements to be an authorized CHAMPUS provider. In any of the situations

described above, CHAMPUS payment shall be denied whether the claim is
submitted by the provider as a participating claim or by the beneficiary for
reimbursement. If an erroneous payment has been issued in any such case,
collection of the payment will be processed under Chapter 11 of this
Regulation.

(2) If the Government has made erroneous payments to a
provider because of claims involving fraud, abuse, or conflicts of interest,
restitution of the erroneous payments shall be made before a request for
reinstatement as a CHAMPUS authorized provider will be considered. Without
restitution or resolution of the debt under Chapter 11 of this Regulation, a
provider shall not be reinstated as an authorized CHAMPUS provider. This is
not an appealable issue under Chapter 10 of this Regulation.

(3) For purposes of authorization as a CHAMPUS provider, a
provider who is excluded or suspended under this chapter and who submits
participating claims for services furnished on or after the effective date of
the exclusion or suspension is considered to have forfeited or waived any
right or entitlement to bill the beneficiary for the care involved in the
claims. Similarly, because a provider is expected to know the CHAMPUS
requirements for qualification as an authorized provider, any participating
provider who fails to meet the qualification requirements for CHAMPUS is
considered to have forfeited or waived any right or entitlement to bill the
beneficiary for the care involved in the CHAMPUS claims. If, in either
situtation, the provider bills the beneficiary, restitution to the
beneficiary may be required by the Director, OCHAMPUS, or a designee, as a
condition for consideration of reinstatement as a CHAMPUS authorized
provider.

b. Terminated providers. A terminated provider who subsequently
achieves the minimum qualifications to be an authorized CHAMPUS provider or
who has had his/her license reinstated or the impediment to reinstatement
removed by the appropriate licensing jurisdiction may submit a written
request for reinstatement under CHAMPUS to the Director, OCHAMPUS, or a
designee. If restitution or proper reinstatement of license is -lot at issue,
the Director, OCHAMPUS, or a designee, will process the request for
reinstatement under the procedures established for initial requests for
authorized CHAMPUS provider status.

c. Providers (other than entities) excluded or suspended under
CHAMPUS.

(1) A provider excluded or suspended from CHAMPUS (other than
an entity excluded under paragraph F.l.a. of this chapter) may seek
reinstatement by submitting a written request to the Director, OCHAMPUS, or a
designee, any time after the date specified in the notice of exclusion or
suspension or any earlier date specified in an appeal decision issued in the
provider's appeal under Chapter 10 of this Regulation. The request for
reinstatement shall include:
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(a) Documentation sufficient to establish the provider's
qualifications under this Regulation to be a CHAMPUS authorized provider;

(b) A statement film the provider setting forth the
reasons why the provider should be reinstated, accompanied by written
statements from professional associates, peer review bodies, and/or probation
officers (if appropriate), attesting to their belief that the violations that
led to exclusion or suspension will not be repeated.

(2) A provider entity excluded from CHAMPUS under paragraph
F.l.a. of this chapter may seek reinstatement by submitting a written request
to the Director, OCHAMPUS, or a designee, with documentation sufficient to
establish the provider's qualifications under this Regulation to be a CHAMPUS
authorized provider and either:

(a) Documentation showing the CHAMPUS reinstatement of
the excluded individual provider whose conviction led to the CHAMPUS
exclusion or suspension of the provider entity; or

(b) Documentation acceptable to the Director, OCHAMPUS,
or a designee, that shows that the individual whose conviction led to the
entity's exclusion:

1 Has reduced his or her ownership or control
interest in the entity below 5 percent; or

2 Is no longer an officer, director, agent or
managing employee of the entity: or

3 Continues to maintain a 5 percent or more
ownership or control interest in such entity, and that the entity due to
circumstances beyond its control, is unable to obtain a divestiture.

NOTE: Under subparagraph H.4.c.(2)(b) above, the request for
reinstatement may be submitted any time prior to the date
specified in the notice of exclusion or suspension or an
earlier date specified in the appeal decision issued under
Chapter 10 of this Regulation.

d. Action on request for reinstatement. In order to reinstate a
provider as a CHAMPUS authorized provider, the Director, OCHAIMPUS, or a
designee, must determine that:

(1) The provider meets all requirements under this Regulation
to be an authorized CHAMPUS provider;

,2) No additional criminal. civil, or administrative action
has been taken or is being consideij' whi'_h cnuld subject the prrovider to
exclusion, suspension, or termination under this chapter:

(3) In the case of a I)rovider entity, verification has been
made of the divestiture or termination of the owner, controlling party,
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officer, director, agent or managing employee whose conviction led to the
entity's exclusion, or that the provider entity should be reinstated because
the entity, due to circumstances beyond its control, cannot obtain a
divestiture of the 5 percent or liore ouership or controlling interest by the
convicted party.

e. Notice of action on reque3t for reinstatemer...

(1) Notice of approval of request. If the Director, OCHAMPUS,
or a designee, approves the Lequest for reinstatement, he or she will:

(a) Give written notice to the sanctioned party
specifying the date when the authorized provider status under CHAMP' S may
resume; and

(b) Give notice to those agencies and gioups that were
originally notified, in accordance with section K. of this chapter, of the
imposition of the sanction. General notice may also be given to
beneficiaries and other parties as deemed appropriate by the Director,
OCHAMPUS, or a designee.

(2) Notice of denial of request. If the Director, OCHAMPUS,
or a designee, does not approve the request for reinstatement, written notice
will be given to the provider. If established procedures for processing
initial requests for authorized provider status are used to review the
request for reinstatement, the established procedures may be used to provide
the notice that the provider does not meet requirements of this Regulation
for such status. If the provider continues to be excluded, suspended, or
terminated under the provisions of this chapter, the procedures set forth in
section H. may be followed in denying the provider's request for
reinstatement.

5. Reversed or vacated convictions or civil judgments involving CHAMPUS
fraud.

a. If a CHAMPUS provider is excluded or suspended solely on the
basis of a criminal conviction or civil judgment involving a CHAMPUS fraud
and the conviction or judgment is reversed or vacated on appeal, CHAMPUS will
void the exclusion of a provider. Such action will not preclude the
initiation of additional independent administrative action under this chapter
or any other administrative remedy based on the same facts or events which
were the subject of the criminal conviction or civil judgment.

b. If an exclusion is voided under paragraph a., above, CHAMPUS
will make payment, either to the provider or the beneficiary (if the claim
was not a participating claim) for otherwise authorized servires under
CHAMPUS that are furnished or performed during the period of -xcluzinn.

c. CHAMPUS will also void the exc'usijon of any entity that -a,
excluded under paragraph F.l.a. of this :hapteL based solely -n an
individual's conviction that has been r,•vrsed or vacated on appeal.
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d. When CHAMPUS voids the exclusion of a provider or an entity,
notice will be given to the agencies and others that were originally
notified, in accordance with section K. of this chapter.

I. EVIDENCE REQUIRED FOR DETERMINATIONS TO INVOKE ADMINISTRATIVE REMEDIES

1. General. Any relevant evidence may be used by the Director,
OCHAMPUS, or a designee, it it is the type of evidence on which reasonable
persons are accustomed to rely in the conduct of serious affairs, regardless
of the existence of any common law or statutory rule that might make improper
the admission of such evidence over objection in civil or criminal courts.

2. Types of evidence. The types of evidence which the Director,
OCHAMPUS, or a designee, may rely on in reaching a determination to invoke
administrative remedies under this chapter include but are not limited to the
following:

a. Results of audits conducted by or on behalf of the Government.
Such audits can include the results of 100 percent review of claims and
related records or a statistically valid sample audit of the claims or
records. A statistical sampling shall constitute prima facie evidence of the
number and amount of claims and the instances of fraud, abuse, or conflict of
interest.

b. Reports, including sanction reports, from various sources
including a peer review organization (PRO) for the area served by the
provider; state or local licensing or certification authorities; peer or
medical review consultants of the Government, including consultants for
Government contractors; state or local professional societies; or other
sources deemed appropriate by the Director, OCHAMPUS, or a designee.

c. Orders or documents issued by Federal, state, foreign, or other
courts of competent jurisdiction which issue findings and/or criminal
convictions or civil judgments inv'lving the provider, and administrative
rulings, findings, or determinations by any agency of the Federal Government,
a state, or local licensing or certification authority regarding the
provider's status with that agency or authority.

J. SUSPENDING APMINISTRATIVE ACTION

1. All or any administrative action may be suspended by the Director,
OCHAMPUS, or a designee, pending action in the case by the Department of
Defense-Inspector General, Defense Criminal Investigative Service, or the
Department of Justice (including the responsible United States Attorney).
However, action by the Department of Defense-Inspector General or the
Department of Justice, including investigation, criminal prosecution, or
civil litigation, does not preclude administrative action by OCHAFPUS.

2. The normal OCHAMPUS procedurp is to susr-,nd action ,n the
administrative process pending an investigation 11 the Department of
Defense-Inspector General or final disposition by the Department of Justice.
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3. Though OCHAMPUS administrative action is taken independently of any
action by the Department of Defense-Inspector General or by the Department of
Justice, once a case is forwarded to the Department of Defense-Inspector
General or the Department of Justice for legal action (criminal or civil),
administrative action may be held in abeyance.

4. In some instances there may be dual jurisdiction between agencies;
as in, for example, the joint regulations issued by the Department of Justice
and the Government Accounting Office regarding debt collection.

K. NOTICE TO OTHER AGENCIES

1. When CHAMPUS excludes, suspends, or terminates a provider, the
Director, OCHAMPUS, or a designee, will notify other appropriate agencies
(for example, the Department of Health and Human Services and the state
licensing agency that issued the provider's license to practice) that the
individual has been excluded, suspended, or terminated as an authorized
provider under CHAMPUS. An exclusion, suspension, or termination action is
considered a public record. Such notice can include the notices and
determinations sent to the suspended provider and other public documents such
as testimony given at a nearing or exhibits or depositions given in a lawsuit
or hearing. Notice may also be given to Uniformed Services Military
Treatment Facilities, Health Benefit Advisors, beneficiaries and sponsors,
the news media, and institutional providers if inpatient care was involved.

2. If CHAMPUS has temporarily suspended claims processing, notice of
such action normally will be given to the affected provider and Uniformed
Services Medical Treatment Facilities, Health Benefits Advisors,
beneficiaries, and sponsors. Notice may also be given to any information or
news media and any other individual, professional provider, or institutional
provider, as deemed appropriate. However, since a "temporary suspension of
claims processing" is by definition not a final or formal agency action, the
basis for the action generally will not be disclosed. It is noted that the
basis for the action can be a result of questions arising from routine audits
to investigation of possible criminal violations.

L. COMPROMISE, SETTLEMENT, AND RESOLUTION AUTHORITY

1. In lieu of invoking any remedy provided by this chapter, the
Director, OCHAMPUS, or a designee, may elect to enter into an agreement with
the provider intended to correct the situation within an established time
period and subject to any remedies deemed appropriate by the Director,
OCHAMPUS, or a designee.

2. When it is in the best interest of CHAMPUS, the Director, OCHAMPUS,
has the resolution authority to waive an action or enter into compromise or
settlement of administrative actions taken under this chapter.
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CHAPTER 10
APPEAL AND HEARING PROCEDURES

A. GENERAL

This chapter sets forth the policies and procedures for appealing decisions made
by OCHAMPUS, OCHAMPUSEUR, and CHAMPUS contractors adversely affecting the rights and
liabilities of CHAMPUS beneficiaries, CHAMPUS participating providers, and providers
denied the status of authorized provider under CHAMPUS. An appeal under CHAMPUS is
an administrative review of program determinations made under the provisions of law
and regulation. An appeal cannot challenge the propriety, equity, or legality of
any provision of law or regulation.

1. Initial determination

a. Notice of initial determination and right to appeal

(1) OCHAMPUS, OCHAMPUSEUR, and CHAMPUS contractors shall mail notices
of initial determinations to the affected provider or CHAMPUS beneficiary (or
representative) at the last known address. For beneficiaries who are under 18 years
of age or who are incompetent, a notice issued to the parent, guardian, or other
representative, under established CHAMPUS procedures, constitutes notice to the
beneficiary.

(2) CHAMPUS contractors and OCHAMPUSEUR shall notify a provider of an
initial determination on a claim only if the provider participated in the claim.
(See Chapter 7 of this Regulation.)

(3) CHAMPUS peer review organizations shall notify providers and
fiscal intermediaries of a denial determination on a claim.

(4) Notice of an initial determination on a claim processed by a
CHAMPUS contractor or OCHAMPUSEUR normally will be made on a CHAMPUS Explanation of
Benefits (CEOB) form.

(5) Each notice of an initial determination on a request for benefit
authorization, a request by a provider for approval as an authorized CHAMPUS
provider, or a decision to disqualify or exclude a provider as an authorized
provider under CHAMPUS shall state the reason for the determination and the
underlying facts supporting the determination.

(6) In any case when the initial determination is adverse to the
beneficiary or participating provider, or to the provider seeking approval as an
authorized CHAMPUS provider, the notice shall include a statement of the
beneficiary's or provider's right to appeal the determination. The procedure for
filing the appeal also shall be explained.

b. Effect of initial determination. The initial determination is final
unless appealed in accordance with this chapter, or unless the initial determin-
ation is reopened by OCHAMPUS, the CHAMPUS contractor, or the CHAMPUS peer
review organization.
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2. Participation in an ajpeal. Participation in an appeal is limited to any
party to the initial determination, including CHAMPUS, and authorized
representatives of the parties. Any party to the initial determination, except
CHAMPUS, may appeal an adverse determination. The appealing party is the party who
actually files the appeal.

a. Parties to the initial determination. For purposes of the CHAMPUS
appeals and hearing procedures, the following are not parties to an initial
determination and are not entitled to Administrative review under this chapter.

(1) A provider disqualified or excluded as an authorized provider
under CHAMPUS based on a determination of abuse or fraudulent practices or
procedures under another Federal or federally funded program is not a party to the
CHAMPUS action and may not appeal under this chapter.

(2) A beneficiary who has an interest in receiving care or has
received care from a particular provider cannot be an appealing party regarding the
exclusion, suspension, or termination of the provider under Chapter 9 of this
Regulation.

(3) A sponsor or parent of a beneficiary under 18 years of age or
guardian of an incompetent beneficiary is not a party to the initial determination
and may not serve as the appealing party, although such persons may represent the
appealing party in an appeal.

(4) A third party, such as an insurance company, is not a party to
the initial determination and is not entitled to appeal even though it may have an
indirect interest in the initial determination.

(5) A nonparticipating provider is not a party to the initial
determination and may not appeal.

b. Representative. Any party to the initial determination may appoint a
representative to act on behalf of the party in connection with an appeal.
Generally, the parent of a minor beneficiary and the legally appointed guardian of
an incompetent beneficiary shall be presumed to have been appointed representative
without specific designation by the beneficiary.

(1) The representative shall have the same authority as the party to
the appeal and notice given to the representative shall constitute notice required
to be given to the party under this Regulation.

(2) To avoid possible conflicts of interest, an officer or employee
of the United States, such as an employee or member of a Uniformed Service,
including an employee or staff member of a Uniformed Service legal office, or a
CHAMPUS advisor, subject to the exceptions in 18 U.S.C. 205 (reference (hh)), is not
eligible to serve as a representative. An exception usually is made for an employee
or member of a Uniformed Service who represents an immediate family member. In
addition, the Director, OCHAMPUS. or designee, may appoint an officer ol employee of
the United States as the CHAMPUS representative at a hearing.

3. Burden of proof. The burden of proof is on the appealing party
to establish affirmatively by substantial evidence the appealing party's
entitlement under law and this Regulation to the authorization of CHAMPUS
benefits, approval of authorized CHAMPUS provider status, or removal of
sanctions imposed under Chapter 9 of this Regulation. If a presumption
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exists under the provisions of this Regulation or information constitutes prima
facie evidence under the provisions of this Regulation, the appealing party must
produce evidence reasonably sufficient to rebut the presumption or prima facie
evidence as part of the appealing part:,'s burden of proof. CHAMPUS shall not
pay any part of the cost or fee, including attorney fees, associated with
producing or submitting evidence in support of an appeal.

4. Evidence in appeal and hearing cases. Any relevant evidence may be
used in the administrative appeal and hearing process if it is the type of
evidence on which reasonable persons are accustomed to rely in the conduct of
serious affairs, regardless of the existence of any common law or statutory rule
that might make improper the admission of such evidence over objection in civil
or criminal courts.

5. Late fi lirn. If a request for reconsideration, formal review, or
hearings is filed after the time permitted in this chapter, written notice shall
be issued denying the request. Late filing may be permitted only if the
appealing party reasonably can demonstrate to the satisfaction of the
Director, OCHAMPUS, or a designee, that the timely filing of the request was not
feasible due to extraordinary circumstances over which the appealing party had
no practical control. Each request for an exception to
the filing requirement will be considered on its own merits. The decision of the
Director, OCHAMPUS, or a designee, on the request for an exception to the filing
requirement shall be final.

6. Appealable issue. An appealable issue is required in order for an
adverse determination to be appealed under the provisions of this chapter.
Examples of issues that are not appealable under this chapter include:

a. A dispute regarding a requirement of the law or regulation.

b. The amount of the CHAMPUS-determined allowable cost or charge,
since the methodology for determining allowable costs or charges is established
by this Regulation.

c. The establishment of diagnosis-related groups (DRGs), or the
methodology for the classification of inpatient discharges within the DRGs, or
the weighting factors that reflect the relative hospital resources used with
respect to discharges within each DRG, since each of these is established by
this Regulation.

d. Certain other issues on the basis that the authority for the
initial determination is not vested in CHAMPUS. Such issues include but are not
limited to the following examples:

(1) Determination of a person's eligibility as a CHAMPUS
beneficiary is the responsibility of the appropriate Uniformed Service.
Although OCHAMPUS, OCHAMPUSEUR, and CHAMPUS contractors must make deter-
minations concerning a beneficiary's eligibility in order to ensure proper
disbursement of appropriated funds on each CHAMPUS claim processed, ultimate
responsibility for resolving a beneficiary's eligibility rests with the
Uniformed Services. Accordingly, disputed question of fact concerning a
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beneficiary's eligibility will not be considered an appealable issue under the
provisions of this chapter, but shall be resolved in accordance with Chapter 3 of
this Regulation.

(2) Similarly, daccin]•rv relating to the issuance of a
Nonavailability Statement (DD Form 125il in each case are made by the Uniformed
Services. Disputes over the need for a Nonavailability Statement or a refusal to
issue a Nonavailability Statement are not appealable under this chapter. The one
exception is when a dispute arises over whether the facts of the case demonstrate a
medical emergency for which a Nonavailability Statement is not required. Denial of
payment in this one situation is an appealable issue.

(3) Any sanction, including the period of the sanction, imposed under
Chapter 9 of this Regulation which is based solely on a provider's exclusion or
suspension by another agency of the Federal Government, a state, or a local
licensing authority is not appealable under this chapter. The provider must exhaust
administrative appeal rights offered by the other agency that made the initial
determination to exclude or suspend the provider. Similarly, any sanction imposed
under Chapter 9 which is based solely on a criminal conviction or civil judgment
against the provider is not appealable under this chapter. If the sanction imposed
under Chapter 9 is not based solely on the provider's criminal conviction or civil
judgment or on the provider's exclusion or suspension by another agency of the
Federal Government, a state, or a local licensing authority, that portion of the
CHAMPUS administrative determination which is in addition to the criminal
conviction/civil judgment or exclusion/suspension by the other agency may be
appealed under this chapter.

e. A decision by the Director, OCHAMPUS, or a designee, as a suspending
official when the decision is final under the provisions of Chapter 9, Section
H.l.d.(1).

7. Amount in dispute. An amount in dispute is required for an adverse
determination to be appealed under the provisions of this chapter, except as set
forth below.

a. The amount in dispute is calculated as the amount of money CHAMPUS
would pay if the services and supplies involved in dispute were determined to be
authorized CHAMPUS benefits. Examples of amounts of money that are excluded by the
Regulation from CHAMPUS payments for authorized benefits include, but are not
limited to:

(1) Amounts in excess of the CHAMPUS-determined allowable charge or
cost.

(2) The beneficiary's CHAMPUS deductible and cost-share amounts.

(3) Amounts that the CHAMPUS beneficiary, or parent, guardian, or
other responsible person has no legal obligation to pay.

(4) Amounts excluded under the provisions of Chapter 8 of this
Regulation.

10-4



DoD 6010.8-R
Jul 91

b. The amount of dispute for appeals involving a denial of a request for
authorization in advance of obtaining care shall be the estimated allowable charge
or cost for the services requested.

c. There is no requirement for an amount in dispute when the appealable
issue involves a denial of a provider's request for approval as an authorized
CHAMPUS provider; the determination to exclude, suspend, or terminate a provider's
authorized CHAMPUS provider status; or the determination of circumvention of the
CHAMPUS DRG-based payment system by a provider.

d. Individual claims may be combined to meet the required amount in
dispute if all of the following exist:

(1) The claims involve the same beneficiary.

(2) The claims involve the same issue.

(3) At least one of the claims so combined has had a reconsideration
decision issued by OCHAMPUSEUR, a CHAMPUS contractor, or a CHAMPUS peer review
organization.

NOTE: A request for administrative review under this appeal process which
involves a dispute regarding a requirement of law or
regulation (paragraph A.6.a. above) or does not involve a sufficient
amount in dispute (subsection A.7. above) may not be rejected at the
reconsideration level of appeal. However, an appeal shall involve an
appealable issue and sufficient amount in dispute under these
subsections to be granted a formal review or hearing.

8. Levels of appeal. The sequence and procedures of a CHAMPUS appeal vary,
depending on whether the initial determination was made by OCHAMPUS, OCHAMPUSEUR, a
CHAMPUS contractor, or a CHAMPUS peer review organization.

a. Appeal levels for initial determination made by OCHAMPUSEUR,
CHAMPUS contractor, or CHAMPUS peer review organization.

(1) Reconsideration by OCHAMPUSEUR, CHAMPUS contractor, or CHAMPUS
peer review organization.

(2) Formal review by OCHAMPUS (except for CHAMPUS peer review
organization reconsiderations).

(3) Hearing.

b. Appeal levels for initial determination made by OCHAMPUS

(1) Formal review by OCHAMPUS except (a) initial determinations
involving the suspension of claims processing where the Director, OCHAMPUS, or a
designee, determines that additional proceedings are necessary as to disputed
material facts and the suspending official's decision is not final under the
provisions of Chapter 9, Section H.l.d.(l) or (b) initial determinations involving
the sanctioning (exclusion, suspension, or termination) of CHAMPUS providers.
Initial determinations involving these matters shall be appealed directly to the
hearing level.
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(2) Hearing.

9. Appeal decision. An appeal decision at any level may address all pertinent
issues which arise under the appeal or are otherwise presented by the information in
the case record (for example, the entire episode of care in the appeal), and shall
not be limited to addressing the specific issue appealed by a party. In the case of
sanctions imposed under Chapter 9, the final decision may affirm, increase or reduce
the sanction period imposed by CHAMPUS, or otherwise modify or reverse the
imposition of the sanction.

B. RECONSIDERATION

Any party to the initial determination made by OCHAMPUSEUR, the CHAMPUS
contractor, or a CHAMPUS peer review organization may request a reconsideration.

1. Requesting a reconsideration

a. Written request required. The request must be in writing, shall state
the specific matter in dispute, and shall include a copy of the notice of initial
determination (such as the CEOB form) made by OCHAMPUSEUR, the CHAMPUS contractor,
or the CHAMPUS peer review organization.

b. Where to file. The request shall be submitted to the office
that made the initial determination (i.e., OCHAMPUSEUR, the CHAMPUS contractor, or
the CHAMPUS peer review organization) or any other CHAMPUS contractor designated in
the notice of initial determination.

c. Allowed time to file. The request must be mailed within 90 days after
the date of the notice of initial determination.

d. Official filing date. A request for a reconsideration shall be
deemed filed on the date it is mailed and postmarked. If the request does not
have a postmark, it shall be deemed filed on the date received by OCHAMPUSEUR,
the CHAMPUS contractor or the CHAMPUS peer review organization.

2. The reconsideration process. The purpose of the reconsideration is to
determine whether the initial determination was made in accordance with law,
regulation, policies, and guidelines in effect at the time the care was
provided or requested, or at the time of the initial determination and/or
reconsideration decision involving a provider request for approval as an authorized
provider under CHAMPUS. The reconsideration is performed by a member of the
OCHAMPUSEUR, CHAMPUS contractor, or CHAMPUS peer review organization staff who was
not involved in making the initial determination and is a thorough and independent
review of the case. The reconsideration is based on the information submitted that
led to the initial determination, plus any additional information that the appealing
party may submit or OCHAMPUSEUR, the CHAMPUS contractor, or CHAMPUS peer review
organization may obtain.

3. Timeliness of reconsideration determination. OCHAMPUSEUR. the CHAMPUS
contractor, or CHAMPUS peer review organization normally shall issue its
reconsideration determination no later than 60 days from the date of receipt of the
request for reconsideration by OCHAMPUSEUR, the CHAMPUS contractor, or the CHAMPUS
peer review organization.
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4. Notice of reconsideration determination. OCHAMPUSEUR, the CHAMPUS
contractor, or the CHAMPUS peer review organization shall issue a written notice of
the reconsideration determination to the appealing party at his or her last known
address. The notice of the reconsideration determination must contain the following
elements:

a. A statement of the issue or issues under appeal.

b. The provisions of law, regulation, policies, and guidelines that apply
to the issue or issues under appeal.

c. A discussion of the original and additional information that is
relevant to the issue or issues under appeal.

d. Whether the reconsideration upholds the initial determination or
reverses it, in whole or in part, and the rationale for the action.

e. A statement of the right to appeal further in any case when the
reconsideration determination is less than fully favorable to the appealing party
and the amount in dispute is $50 or more.

5. Effect of reconsideration determination. The reconsideration deter-
mination is final if either of the following exist:

a. The amount in dispute is less than $50.

b. Appeal rights have been offered, but a request for formal review is
not received by OCHAMPUS within 60 days of the date of the notice of the
reconsideration determination.

C. FORMAL REVIEW

Except as explained below, any party to an initial determination made by
OCHAMPUS, or a reconsideration determination made by the CHAMPUS contractor may
request a formal review by OCHAMPUS if the party is dissatisfied with the initial
or reconsideration determination unless the initial or reconsideration determin-
ation (1) is final under paragraph (b)(5) above; (2) involves the sanctioning of a
provider by the exclusion, suspension or termination of authorized provider status;
(3) involves a written decision issued pursuant to Section 199.9, paragraph
(h)(l)(iv)(A) regarding the temporary suspension of claims processing; or (4)
involves a reconsideration determination by a CHAMPUS peer review organization. A
hearing, but not a formal review level of appeal, may be available to a party to an
initial determination involving the sanctioning of a provider or to a party to a
written decision involving a temporary suspension of claims processing. A
beneficiary (or an authorized representative of a beneficiary), but not a provider,
may request a hearing, but not a formal review, of a reconsideration determination
made by a CHAMPUS peer review organization.

1. Requesting a formal review

a. Written request required. The request must be in writing, shall state
the specific matter in dispute, shall include copies of the written determination
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(notice of reconsideration determination or OCHAMPUS initial determination) being
appealed, and shall include any additional information or documents not submitted
previously.

b. Where to file. The request shall be submitted to the Chief, Appeals
and Hearings, OCHAMPUS, Aurora, Colorado 80045-6900.

c. Allowed time to file. The request shall be mailed within 60 days
after the date of the notice of the reconsideration determination or OCHAMPUS
initial determination being appealed.

d. Official filing date. A request for a formal review shall be deemed
filed on the date it is mailed and postmarked. If the request does not have a
postmark, it shall be deemed filed on the date received by OCHAMPUS.

2. The formal review process. The purpose of the formal review is to
determine whether the initial determination or reconsideration determination was
made in accordance with law, regulation, policies, and guidelines in effect at the
time the care was provided or requested or at the time of the initial determination,
reconsideration, or formal review decision involving a provider request for approval
as an authorized CHAMPUS provider. The formal review is performed by the Chief,
Appeals and Hearings, OCHAMPUS, or a designee, and is a thorough review of the
case. The formal review determination shall be based on the information upon which
the initial determination or reconsideration determination was based, and any
additional information the appealing party may submit or OCHAMPUS may obtain.

3. Timeliness of formal review determination. The Chief, Appeals and
Hearings, OCHAMPUS, or a designee, normally shall issue the formal review
determination no later than 90 days from the date of receipt of the request for
formal review by the OCHAMPUS.

4. Notice of formal review determination. The Chief, Appeals and Hearings,
OCHAMPUS, or a designee, shall issue a written notice of the formal review
determination to the appealing party at his or her last known address. The notice of
the formal review determination must contain the following elements:

a. A statement of the issue or issues under appeal.

b. The provisions of law, regulation, policies, and guidelines that apply
to the issue or issues under appeal.

c. A discussion of the original and additional information that is
relevant to the issue or issues under appeal.

d. Whether the formal review upholds the prior determination or
determinations or reverses the prior determination or determinations in whole or in
part and the rationale for the action.

e. A statement of the right to request a hearing in any case when the
formal review determination is less than fully favorable, the issue is appealable,
and the amount in dispute is $300 or more.
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5. Effect of formal review determination. The formal review determina-

tion is final if one or more of the following exist:

a. The issue is not appealable. (See subsection A.6., above.)

b. The amount in dispute is less than $300. (See subsection A.7.,
above.)

c. Appeal rights have been offered but a request for hearing is not
received by OCHAMPUS within 60 days of the date of the notice of the formal review
determination.

D. HEARING

Any party to the initial determination may request a hearing if the party is
dissatisfied with the formal review determination and the formal review
determination is not final under the provisions of subsection C.5., above, or the
initial determination involves the sanctioning of a provider under Chapter 9 of this
Regulation and involves an appealable issue.

I. Requesting a hearing

a. Written request required. The request shall be in writing,
state the specific matter in dispute, include a copy of the appropriate initial
determination or formal review determination being appealed, and include any
additional information or documents not submitted previously.

b. Where to file. The request shall be submitted to the Chief, Appeals
and Hearings, OCHAMPUS, Aurora, Colorado 80045-6900.

c. Allowed time to file. The request shall be mailed within 60
days after the date of the notice of the initial determination or formal review
determination being appealed.

d. Official filing date. A request for hearing shall be deemed filed on
the date it is mailed and postmarked. If a request for hearing does not have a
postmark, it shall be deemed filed on the date received by OCHAMPUS.

2. Hearingprocess. A hearing is an administrative proceeding in which facts
relevant to the appealable issue(s) in the case are presented and evaluated in
relation to applicable law, regulation, policies, and guidelines in effect at the
time the care in dispute was provided or requested; at the time of the initial
determination, formal review determination, or hearing decision involving a provider
request for approval under CHAMPUS as an authorized provider; or at the time of the
act or event which is the basis for the imposition of sanctions under this
Regulation. A hearing, except for an appeal involving a provider sanction,
generally shall be conducted as a nonadversary, administrative proceeding. However,
an authorized party to any hearing, including CHAMPUS, may submit additional
evidence or testimony relevant to the appealable issue(s) and may appoint a
representative, including legal counsel, to participate in the hearing process.
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3. Timeliness of hearing

a. Except as otherwise provided in this chapter, within 60 days
following receipt of a request for hea-:itig, the Director, OCHAMPUS, or a
designee, normally will appoint a hearing officer to hear the appeal. Copies of
all records in the possession of OCHAMPUS that are pertinent to the matter to be
heard or that formed the basis of the formal review determination shall be
provided to the hearing officer and, upon request, to the appealing party.

b. The hearing officer, except as otherwise provided in this chapter,
normally shall have 60 days from the date of written notice of assignment to
review the file, schedule and hold the hearing, and issue a recommended decision
to the Director, OCHAMPUS, or designee.

c. The Director, OCHAMPUS, or designee, may delay the case assignment
to the hearing officer if additional information is needed that cannot be
obtained and included in the record within the time period specified above. The
appealing party will be notified in writing of the delay resulting frum the
request for additional information. The Director, OCHAMPUS, or a designee, in
such circumstances, will assign the case to a hearing officer within 30 days of
receipt of all such additional information, or within 60 days of receipt of the
request for hearing, whichever shall occur last.

d. The hearing officer may delay submitting the recommended decision
if, at the close of the hearing, any party to the hearing requests that the
record remain open for submission of additional information. In such
circumstances, the hearing officer will have 30 days following receipt of all
such additional information including comments from the other parties to the
hearing concerning the additional information to submit the recommended decision
to the Director, OCHAMPUS, or a designee.

4. Representation at a hearing. Any party to the hearing may appoint. a
representative to act on behalf of the party at the hearing, unless such person
currently is disqualified or suspended from acting in another Federal
administrative proceeding, or unless otherwise prohibited by law, this
Regulation, or any other DoD regulation (see paragraph' A.2.b., above). A hearing
officer may refuse to allow any person to represent a party at the hearing when
such person engages in unethical, disruptive, or contemptuous conduct, or
intentionally fails to comply with proper instructions or requests of the healing
officer, or the provisions of this Regulation. The representative shall have the
same authority as the appealing party and notice given to the representative
shall constitute notice required to be given to the appealing party.

5. Consolidation of proceedings. The Director, OCHAMPUS, or a designee,
may consolidate any number of proceedings for hearing when the iacts and
circumstances are similar and no substantial right of an appealing party will be
prejudiced.

6. Authority of the hearing fficer. The hearing officer in exercising
the authority to conduct a hearing under this Regulation will be Uound by 10
U.S.C., Chapter 55 (reference (a)). and this Regulation. The hearing
officer in addressing substantive, appealable issues shall be bound by policy
manuals, instructions, procedurer, and other guidelines isqued by the
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ASD(HA), or a designee, or by the Director, OCHAMPUS, or a designee, in effect for
the period in which the matter in dispute arose. A hearing officer may not
establish or amend policy, procedures, instructions, or guidelines. However, the
hearing officer may recommend recunsidoration of the policy, procedures,
instructions or guidelines by the ASD(HA), or a designee, when the final decision is
issued in the case.

7. Disqualification of hearing officer. A hearing officer voluntarily shall
disqualify himself or herself and withdraw from any proceeding in which the hearing
officer cannot give fair or impartial hearing, or in which there is a conflict of
interest. A party to the hearing may request the disqualification of a hearing
officer by filing a statement detailing the reasons the party believes that a fair
and impartial hearing cannot be given or that a conflict of interest exists. Such
request immediately shall be sent by the appealing party or the hearing officer to
the Director, OCHAMPUS, or a designee, who shall investigate the allegations and
advise the complaining party of the decision in writing. A copy of such decision
also shall be mailed to all other parties to the hearing. If the Director,
OCHAMPUS, or a designee, reassigns the case to another hearing officer, no
investigation shall be required.

8. Notice and scheduling of hearing. The hearing officer shall issue by
certified mail, when practicable, a written notice to the parties to the hearing of
the time and place for the hearing. Such notice shall be mailed at least 15 days
before the scheduled date of the hearing. The notice shall contain sufficient
information about the hearing procedure, including the party's right to
representation, to allow for effective preparation. The notice also shall advise
the appealing party of the right to request a copy of the record before the
hearing. Additionally, the notice shall advise the appealing party of his or her
responsibility to furnish the hearing officer, no later than 7 days before the
scheduled date of the hearing, a list of all witnesses who will testify and a copy
of all additional information to be presented at the hearing. The time and place of
the hearing shall be determined by the hearing officer, who shall select a
reasonable time and location mutually convenient to the appealing party and
OCHAMPUS.

9. Dismissal of request for hearing

a. By application of appealing_party. A request for hearing may be
dismissed by the Director, OCHAMPUS, or a designee, at any time before to the
mailing of the final decision, upon the application of the appealing party. A
request for dismissal must be in writing and filed with the Chief, Appeals and
Hearings, OCHAMPUS, or the hearing officer. When dismissal is requested, the formal
review determination in the case shall be deemed final, unless the dismissal is
vacated in accordance with paragraph D.9.e., below.

b. Bystipulation of the parties to the hearing. A request for a hearing
may be dismissed by the Director, OCHAMPUS, or a designee, at any time before to the
mailing of notice of the final decision under a stipulation agreement between the
appealing party and OCHAMPUS. Wien dismissal is ente ed undr a stipulation, the
formal review decision shall be deemed final, unless the dismissal is vacated in
accordance with paragraph D.9.e., below.
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c. By abandonment. The Director, OCHAMPUS, or a designee, may dismiss a
request for hearing upon abandonment by the appealing party.

(1) An appealing party !,,hall be deemed to have abandoned a request
for hearing, other than when personal appearance is waived in accordance with
paragraph D.11.1., below, if neither the appealing party nor an appointed
representative appears at the time and place fixed for the hearing and if, within 10
days after the mailing of a notice by certified mail to the appealing party by the
hearing officer to show cause, such party does not show good and sufficient cause
for such failure to appear and failure to notify the hearing officer before the time
fixed for hearing that an appearance could not be made.

(2) An appealing party shall be deemed to have abandoned a request
for hearing if, before assignment of the case to the hearing officer, OCHAMPUS is
unable to locate either the appealing party or an appointed representative.

(3) An appealing party shall be deemed to have abandoned a request
for hearing if the appealing party fails to prosecute the appeal. Failure to
prosecute the appeal includes, but is not limited to, an appealing party's failure
to provide information reasonably requested by OCHAMPUS or the hearing officer for
consideration in the appeal.

(4) If the Director, OCHAMPUS, or a designee, dismisses the request
for hearing because of abandonment, the formal review determination in the case
shall be deemed to be final, unless the dismissal is vacated in accordance with
paragraph D.9.e., below.

d. For cause. The Director, OCHAMPUS, or a designee, may dismiss for
cause a request for hearing either entirely or as to any stated issue. If the
Director, OCHAMPUS, or a designee, dismisses a hearing request for cause, the formal
review determination in the case shall be deemed to be final, unless the dismissal
is vacated in accordance with paragraph D.9.e., below. A dismissal for cause may be
issued under any of the following circumstances:

(1) When the appealing party requesting the hearing is not a proper
party under paragraph A.2.a., above, or does not otherwise have a right to
participate in a hearing.

(2) When the appealing party who filed the hearing request dies, and
there is no information before the Director, OCHAMPUS, or a designee, showing that a
party to the initial determination who is not an appealing party may be prejudiced
by the formal review determination.

(3) When the issue is not appealable (see subsection A.6., above).

(4) When the amount in dispute is less than $300 (see
subsection A.7., above).

(5) When all appealable issues have been resolved in favnr of the
appealing party.
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e. Vacation of dismissal. Dismissal of a request for hearing may be
vacated by the Director, OCHAMPUS, or a designee, upon written request of the
appealing party, if the request is received within 6 months of the date of the
notice of dismissal mailed to the last known address of the party requesting the
hearing.

10. Preparation for hearing

a. Prehearing statement of contentions. The hearing officer may on
reasonable notice require a party to the hearing to submit a written statement of
contentions and reasons. The written statement shall be provided to all parties
to the hearing before the hearing takes place.

b. Discovery. Upon the written request of a party to the initial
determination (including OCHAMPUS) and for good cause shown, the hearing officer
will allow that party to inspect and copy all documents, unless privileged,
relevant to issues in the proceeding that are in the possession or control of the
other party participating in the appeal. The written request shall state clearly
what information and documents are required for inspection and the relevance of
the documents to the issues in the proceeding. Depositions, interrogatories,
requests for admissions, and other forms of prehearing discovery are generally
not authorized and the Department of Defense does not have subpoena authority for
purposes of administrative hearings under this chapter. If the hearing officer
finds that good cause exists for taking a deposition or interrogatory, the
expense shall be assessed to the requesting party, with copies furnished to the
hearing officer and the other party or parties to the hearing.

c. Witnesses and evidence. All parties to a hearing are responsible
for producing, at each party's expense, meaning without reimbursement of payment
by CHAMPUS, witnesses and other evidence in their own behalf, and for furnishing
copies of any such documentary evidence to the hearing officer and other party or
parties to the hearing. The Department of Defense is not authorized to subpoena
witnesses or records. The hearing officer may issue invitations and requests to
individuals to appear and testify without cost to the Government, so that the
full facts in the case may be presented.

11. Conduct of hearing

a. Right to open h.earing Because of the personal nature of the
matters to be considered, hearings normally shall be closed to the public.
However, the appealing party may request an open hearing. If this occurs, the
hearing shall be open except when protection of other legitimate Govern-
ment purposes dictates closing certain portions of the hearing.

b. Right to examine parties to the hearing and their witnesses.
Each party to the hearing shall have the right to produce and examine wit-
nesses, to introduce exhibits, to question opposing witnesses on any matter
relevant to the issue even though the matter was not covered in the direct
examination, to impeach any witness rpgardless of which party to the
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hearing first called the witness to testify, and to rebut any evidence presented.
Except for those witnesses employed by OCHAMPUS at the time of the hearing, or
records in the possession of OCHAMPUS, a party to a hearing shall be responsible,
that is to say no payment or reimburseiient shall be made by CHAMPUS for the cost or
fee associated with producing witnesses or other evidence in the party's own behalf,
or for furnishing copies of documentary evidence to the hearing officer and other
party or parties to the hearing.

c. Taking of evidence. The hearing officer shall control the taking of
evidence in a manner best suited to ascertain the facts and safeguard the rights of
the parties to the hearing. Before taking evidence, the hearing officer shall
identify and state the issues in dispute on the record and the order in which
evidence will be received.

d. questi.oning and admission of evidence. A hearing officer may question
any witness and shall admit any relevant evidence. Evidence that is irrelevant or
unduly repetitious shall be excluded.

e. Relevant evidence. Any relevant evidence shall be admitted, unless
unduly repetitious, if it is the type of evidence on which responsible persons are
accustomed to rely in the conduct of serious affairs, regardless of the existence of
any common law or statutory rule that might make improper the admission of such
evidence over objection in civil or criminal actions.

f. CHAMPUS determination first. The basis of the CHAMPUS determinations
shall be presented to the hearing officer first. The appealing party shall then be
given the opportunity to establish affirmatively why this determination is held to
be in error.

g. Testimony. Testimony shall be taken only on oath, affirmation, or
penalty of perjury.

h. Oral argument and briefs. At the request of any party to the hearing
made before the close of the hearing, the hearing officer shall grant oral
argument. If written argument is requested, it shall be granted, and the parties to
the hearing shall be advised as to the time and manner within which such argument is
to be filed. The hearing officer may require any party to the hearing to submit
written memoranda pertaining to any or all issues raised in the hearing.

i. Continuance of hearing. A hearing officer may continue a hearing to
another time or place on his or her own motion or, upon showing of good cause, at
the request of any party. Written notice of the time and place of the continued
hearing, except as otherwise provided here, shall be in accordance with this
Regulation. When a continuance is ordered during a hearing, oral notice of the time
and place of the continued hearing may be given to each party to the hearing who is
present at the hearing.
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j. Continuance for additional evidence. If the hearing officer
determines, after a hearing has begun, that additional evidence is necessary for the
proper determination of the case, the following procedures may be invoked:

(1) Continue hearing. The hearing may be continued to a later
date in accordance with paragraph D.ll.i., above.

(2) Closed hearing. The hearing may be closed, but the record
held open in order to permit the introduction of additional evidence. Any evidence
submitted after the close of the hearing shall be made available to all parties to
the hearing, and all parties to the hearing shall have the opportunity for comment.
The hearing officer may reopen the hearing if any portion of the additional evidence
makes further hearing desirable. Notice thereof shall be given in accordance with
subsection D.8., above.

k. Transcript of hearing. h verbatim taped record of the hearing shall
be made and shall become a permanent p)art of the record. Upon request, the
appealing party shall be furnished a duplicate copy of the tape. A typed transcript
of the testimony will be made only when determined to be necessary by OCHAMPUS. If
a typed transcript is made, the appealing party shall be furnished a copy without
charge. Corrections shall be allowed in the typed transcript by the hearing officer
solely for the purpose of conforming the transcript to the actual testimony.

1. Waiver of right to appear and present evidence. If all parties waive
their right to appear before the hearing officer for presenting evidence and
contentions personally or by representation, it will not be necessary for the
hearing officer to give notice of, or to conduct a formal hearing. A waiver of the
right to appear must be in writing and filed with the hearing officer or the Chief,
Appeals and Hearings, OCHAMPUS. Such waiver may be withdrawn by the party by
written notice received by the hearing officer or Chief, Appeals and Hearings, no
later than 7 days before the scheduled hearing or the mailing of notice of the final
decision, whichever occurs first. For purposes of this chapter, failure of a party
to appear personally or by representation after filing written notice of waiver,
will not be cause for finding of abandonment and the hearing officer shall make the
recommended decision on the basis of all evidence of record.

12. Recommended decision. At the conclusion of the hearing and after the
record has been closed, the matter shall be taken under consideration by the hearing
officer. Within the time frames previously set forth in this chapter, the hearing
officer shall submit to the Director, OCHAMPUS, or a designee, a written recommended
decision containing a statement of findings and a statement of reasons based on the
evidence adduced at the hearing and otherwise included in the hearing record.

a. Statement of findings. A statement of findings is a clear and concise
statement of fact evidenced in the record or conclusions that readily can be deduced
from the evidence of record. Each finding must be supported by substantial evidence
that is defined as such evidence as a reasonable mind can accPpt as adequate to
support a conclusion.
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b. Statement of reasons. A reason is a clear and concise statement of
law, regulation, policies, or guidelines relating to the statement of findings that
provides the basis for the recommended decision.

E. FINAL DECISION

1. Director, OCHAMIPUS. The recommended decision shall be reviewed by the
Director, OCHAMPUS, or a designee, who shall adopt or reject the recommended
decision or refer the recommended decision for review by the Assistant Secretary of
Defense (Health Affairs). The Director, OCHAMPUS, or designee, normally will take
action with regard to the recommended decision within 90 days of receipt of the
recommended decision or receipt of the revised recommended decision following a
remand order to the Hearing Officer.

a. Final action. If the Director, OCHAMPUS, or a designee, concurs in
the recommended decision, no further agency action is required and the recommended
decision, as adopted by the Director, OCHAMPUS, is the final agency decision in the
appeal. In the case of rejection, the Director, OCHAMPUS, or a designee, shall
state the reason for disagreement with the recommended decision and the underlying
facts supporting such disagreement. In these circumstances, the Director, OCHAMPUS.
or a designee, may have a final decision prepared based on the record, or may remand
the matter to the Hearing Officer for appropriate action. In the latter instance,
the Hearing Officer shall take appropriate action and submit a new recommended
decision within 60 days of receipt of the remand order. The decision by the
Director, OCHAMPUS, or a designee, concerning a case arising under the procedures of
this Chapter 10, shall be the final agency decision and the final decision shall be
sent by certified mail to the appealing party or parties. A final agency decision
under this subsection E.I. will not be relied on, used, or cited as precedent by the
Department of Defense in the administration of CHAMPUS.

b. Referral for review by ASD(HA). The Director, OCHAMPUS, or a
designee, may refer a hearing case to the Assistant Secretary of Defense (Health
Affairs) when the hearing involves the resolution of CHAMPUS policy and issuance of
a final decision which may be relied on, used, or cited as precedent in the
administration of CHAMPUS. In such a circumstance, the Director, OCHAMPUS, or a
designee, shall forward the recommended decision, together with the recommendation
of the Director, OCHAMPUS, or a designee, regarding disposition of the hearing case.

2. ASD(HA). The ASD(HA), or a designee, after reviewing a case arising under
the procedures of this Chapter 10 may issue a final decision based on the record in
the hearing case or remand the case to the Director, OCHAMPUS, or a designee, for
appropriate action. A decision issued by the ASD(HA), or a designee, shall be the
final agency decision in the appeal and a copy of the final decision shall be sent
by certified mail to the appealing party or parties. A final decision of the
ASD(HA), or a designee, issued under this subsection E.2. may be relied on, used, or
cited as precedent in the administration of CHAMPUS.
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CHAPTER 11

OVERPAYMENTS RECOVERY

A. GENERAL

Actions to recover overpayments arise when the government has a right to
recover money or property from an individual, partnership, association,
corporation, governmental body or other legal entity, foreign or domestic,
except an instrumentality of the United States because of an erroneous payment
of benefits under the Civilian Health and Medical Program of the Uniformed
Services (CHAMPUS). A claim against several joint debtors arising from a
single incident or transaction is considered to be one claim. It is the
purpose of this chapter to prescribe procedures for investigation,
determination, assertion, collection, compromise, waiver and termination of
claims in favor of the United States for erroneous benefits payments arising
out of administration of CHAMPUS.

B. AUTHORITY

1. Federal statutory authority. The Federal Claims Collection Act
(reference (ii)) provides the basic authority under which claims may be
asserted pursuant to this chapter. The Federal Claims Collection Act is a
statute enacted to avoid unnecessary litigation. The Federal Claims
Collection Act was substantially amended by the Debt Collection Act of 1982,
Public Law 97-365, enacted on October 25, 1982. The Federal Claims Collection
Act is implemented by joint regulations issued by the Department of Justice
and the General Accounting Office, 4 CFR Parts 101-105. Thereunder, the heads
of federal agencies or their designees are required to attempt collection of
all claims of the United States for money or property arising out of the
activities of their respective agencies. These officials may, with respect to
claims that do not exceed $20,000, exclusive of interest, and in conformity
with the standards promulgated in the joint regulations, compromise, suspend,
or terminate collection action on such claims.

2. Other authority. Occasionally, federal claims may arise which are
grounded, at least in part, in authority uther th"an the federal statute
referenced above. These include, but are not limited to, claims arising
under:

a. State worker's compensation laws.

b. State hospital lien laws.

c. State no-fault automobile statutes.

d. Contract rights under terms of insurance policies.

C. POLICY

The governmental policy of avoiding unnecessary litigation in the
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collection of claims by the United States for money or property necessitates
aggressive agency collection action. The Director, OCHAMPUS, or a designee,
will insure that CHAMPUS claims asserting personnel are adequately supported
to take timely and effective action. Claims arising out of any incident which
has or probably will generate a claim in favor of the government will not be
compromised nor will collection action be terminated by any person not
authorized to take final action on the government's claim. By the Act of July
18, 1966 (28 U.S.C. 2415-2418), Congress established a statute of limitation
applicable to the government in areas where previously neither limitations nor
laches were available as a defense. Claims falling within the provisions of
this statute will be processed expeditiously to the Department of Justice or
the General Accounting Office, as appropriate, without attempting
administrative collection action if such action cannot be accomplished in
sufficient time to preclude the running of the statute of limitations.

D. APPEALABILITY

This chapter describes the procedures to be followed in the recovery and
collection of federal claims in favor of the United States arising from the
operation of the CHAMPUS. Actions taken under this chapter are not initial
determinations for the purpose of the appeal procedures of Chapter 10 of this
Regulation. However, the proper exercise of the right to appeal benefit or
provider status determinations under the procedures set forth in Chapter 10
may affect the processing of federal claims arising under this chapter. Those
appeal procedures afford a CHAMPUS beneficiary or participating provider an
opportunity for administrative appellate review in cases in which benefits
have been denied and in which there is a significant factual dispute. For
example, a fiscal intermediary may erroneously make payment for services which
are excluded as CHAMPUS benefits because they are determined to be not
medically necessary. In that event recoupment action will be initiated by the
fiscal intermediary at the same time the fiscal intermediary will offer an
administrative appeal as provided in Chapter 10 of this Regulation on the
medical necessity issue raised by the adverse benefit determination. The
recoupment action and the administrative appeal are separate actions.
However, in an appropriate case, the pendency of the appeal may provide a
basis for the suspension of collection in the recoupment. Obviously, if the
appeal is resolved entirely in favor of the appealing party, that would
provide a basis for the termination of collection action in the recoupment
case.

E. DELEGATION

Subject to the limitations imposed by law or contained in this chapter,
the authority to assert, settle, compromise or to suspend or terminate
collection action on claims arising under the Federal Claims Collection Act
(reference (ii)) has been delegated to the Director, OCHAMPUS, or a designee.

F. RECOUPMENT OF ERRONEOUS PAYMENTS

1. Erroneous payments. Erroneous payments are expenditures of
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government funds which are not authorized by law or the Regulation. Examples
which are sometimes encountered in the administration of the CHAMPUS include
mathematical errors, payment for care provided to an ineligible person,
payment for care which is not an autho::ized benefit, payment for duplicate
claims, inaccurate application of the deductible or co-payment, or payment for
services which were not medically necessary. Claims in favor of the
government arising as the result of the filing of false CHAMPUS claims or
other fraud fall under the direct cognizance of the Department of Justice.
Consequently, the procedures in this chapter apply to such claims only when
specifically authorized or directed by the Department of Justice. (See 32 CFR
101.3.)

2. Scope

a. General. This section F. and the sections following contain
requirements and procedures for the assertion, collection or compromise of,
and the suspension or termination of collection action on claims for erroneous
payments against a sponsor, beneficiary, provider, physician or other supplier
of services under the CHAMPUS. These provisions are adopted pursuant to the
Federal Claims Collection Act (31 U.S.C. 3701 et seq., as amended by the Debt
Collection Act of 1982, Public Law 97-365), which requires each agency of the
U.S. Government (pursuant to regulations jointly promulgated by the Attorney
General and the Comptroller General) to attempt collection of federal claims
in favor of the United States arising out of the activities of the agency, and
5 U.S.C. 5514, which provides for installment deduction for indebtedness to
the United States, implemented by regulations issued by the Office of
Personnel Management, 5 CFR 550, and the Department of Defense, 32 CFR 90.
This section also includes government-wide collections by salary offset under
5 U.S.C. 5514.

b. Debtor defined. As used herein, "debtor" means a sponsor,
beneficiary, provider, physician, other supplier of services or supplies, or
any other person who has for any reason been erroneously paid under the
CHAMPUS. It includes an individual, partnership, corporation, professional
corporation or association, estate, trust or any other legal entity.

c. Delinquency defined. As used herein, a debt is considered
"delinquent" if it has not been paid by the date specified in the initial
demand for payment (that is, the initial written notification) or applicable
contractual agreement, unless other satisfactory payment arrangements have
been made by that date. A debt is also considered delinquent if at any time
after entering into a repayment agreement, the debtor fails to satisfy any
obligations under that agreement.

3. Other health insurance claims. Claims arising from erroneous CHAMPUS
payments in situations where the beneficiary has entitlement to insurance,
medical service, health and medical plan, or other government program, except
in the case of a plan administered under Title XIX of the Soeial Security Act
(42 U.S.C. 1396 et seq.), through employment, by law, through membership in an
organization, or as a student, or through the purchase of a private insurance
or health plan, shall be recouped under one of the following procedures:
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a. Where the other health insurance plan has not already made
benefit payments to the beneficiary or provider, a claim for direct
reimbursement will be asserted against the plan, pursuant to the fiscal
intermediary's coordination of benefit procedures.

b. If the other health insurance plan has made its benefit payment
prior to receiving the CHAMPUS request for reimbursement, the recoupment
procedures set forth in this section will be followed.

4. Claims denials due to clarification or chanpe. In those instances
where claim review results in the denial of benefits previously provided but
now denied due to a change, clarification or interpretation of the public law
or this Regulation, no recoupment action need be taken to recover funds
expended prior to the effective date of such change, clarification, or
interpretation.

5. Good faith payment

a. The Department of Defense, through the Defense Enrollment
Eligibility Reporting System (DEERS), is responsible for establishing and
maintaining a file listing persons eligible to receive benefits under
CHAMPUS. However, it is the responsibility of the Uniformed Services to
provide eligible CHAMPUS beneficiaries with accurate and appropriate means of
identification. When sources of civilian medical care exercise reasonable
care and precaution in identifying persons claiming to be eligible CHAMPUS
beneficiaries and furnish otherwise covered services and supplies to such
persons in good faith, CHAMPUS benefits may be paid subject to prior approval
by the Director, OCHAMPUS, or a designee, notwithstanding the fact that the
person receiving the services and supplies is subsequently determined to be
ineligible for benefits. Good faith payments will not be authorized for
services and supplies provided by a civilian source of medical care as the
result of its own careless identification procedures.

b. When it is determined that a person was not a CHAMPUS
beneficiary, the CHAMPUS fiscal intermediary and the civilian source of
medical care are expected to make all reasonable efforts to obtain payment or
recoup the amount of the good faith payment from the person who erroneously
claimed to be a CHAMPUS beneficiary. Recoupments of good faith payments
initiated by the CHAMPUS fiscal intermediary will be processed pursuant to the
provisions of this section.

6. Recoupment procedures

a. Initial action. When an erroneous payment is discovered, the
CHAMPUS fiscal intermediary normally will be required to take the initial
action to effect recoupment. Such action will be in accordance with the
provisions of this regulation and the fiscal intermediary's CHAMPUS contract
and will include demands for refund or an offset against any other CHAMPUS
payment becoming due the debtor. When the efforts of the CHAMPUS fiscal
intermediary to effect recoupment are not successful within a reasonable time,
recoupment cases will be referred to the General Counsel, OCHAMPUS, for
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further action in accordance with the provisions of this section. All
requests to debtors for refund or notices of intent to offset shall be in
writing.

b. Demand for payment. The CHAMPUS fiscal intermediary and
OCHAMPUS normally shall make a total of at least three progressively stronger
written demands upon the debtor in terms which inform the debtor of the
consequences of his or her failure to cooperate. The initial written demand
shall inform the debtor of the basis for and the amount of the indebtedness.
The initial written demand shall also inform the debtor of the following: the
debtor's right to inspect and copy all records pertaining to the debt; his or
her right to request an administrative review by the fiscal intermediary; that
interest on the debt at the current rate as determined by the Director,
OCHAMPUS, or a designee, will begin to accrue on the date of the initial
demand notification; that such interest shall be waived on the debt, or any
portion thereof, which is paid within 3C days of the date of the initial
demand notification; that payment of the indebtedness is due within 30 days of
the date of the initial demand notification; and that administrative costs and
penalties will be charged pursuant to 4 CFR 102.13. The debtor also shall be
informed that collection by offset against current or subsequent claims may be
taken. All debtors will be offered an opportunity to enter into a written
agreement to repay the indebtedness. The fiscal intermediary demand letters
must be dated the same day as they are mailed. Two written demands, at 30-day
intervals, normally will be made by the CHAMPUS fiscal intermediary unless a
response to the first demand indicates that further demand would be futile or
unless prompt suit or attachment is required in anticipation of the departure
of the debtor, of his removal or transfer of assets, or the running of the
statute of limitations. There should be no undue time lag in responding to
any communication received from the debtor. Responses should be made within
30 days whenever feasible. If these initial efforts at collection are not
productive or if immediate legal action on the claim appears necessary, the
claim either will be referred promptly by the CHAMPUS fiscal intermediary to
the General Counsel, OCHAMPUS, or the CHAMPUS fiscal intermediary will prepare
a final notice informing the debtor that the debt is to be offset in whole or
in part. When a case is referred to OCHAMPUS, the Office of General Counsel
will normally prepare a third written demand unless from the record such
demand appears futile or otherwise inappropriate.

c. Collection by administrative offset. Collections by offset will
be undertaken administratively on claims which are liquidated or certain in
amount in every instance in which this is feasible. No collection by offset
may be undertaken unless a demand for payment containing all of the procedural
safeguards described in paragraph F.6.b. above has been sent to the debtor.
The determinations of indebtedness made for recoupment of erroneous CHAMPUS
payments rarely involve issues of credibility or veracity. Erroneous CHAMPUS
payments most frequently arise from claims submitted by individuals ineligible
for CHAMPUS benefits; from claims submitted for services or supplies not
covered by CHAMPUS; from claims in which there have been other insurance
payments which reduce the CHAMPUS liability and from claims from participating
providers in which payment is initially erroneously made to the beneficiary.
While these recoupment claims normally involve the resolution of factual
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questions, these resolutions nearly always require only reference to the
documentary evidence compiled in the investigation and processing of the
claim. The appeals system described in Chapter 10 of this Regulation affords
a CHAMPUS beneficiary or participating provider an opportunity for an
administrative appellate review, includir , under certain circumstances, the
right to oral hearing before a hearing officer. Further, there is no
statutory provision for the waiver of indebtedness arising from erroneous
CHAMPUS payments, other than the provisions of the Federal Claims Collection
Act (reference (ii)) which allow for the compromise of claims or the
termination of collection action under certain circumstances specified in
section G. of this chapter. Consequently, the pre-offset oral hearing
requirements of the Federal Claims Collection Standards (4 CFR 102.3) do not
apply to the recoupment of erroneous CHAMPUS payments. CHAMPUS fiscal
intermediaries may take administrative action to offset erronecus payments
against other current CHAMPUS payments owing a debtor. Payments on the claims
of a debtor pending at or filed subsequent to the time collection action is
initiated should be suspended pending the outcome of the collection action so
that these funds will be available for offset. All or any part of a debt may
be offset depending upon the amount available for offset. Only the cases in
which no possibility of offset arises within 60 days of the initiation of
collection action and on which other collection efforts have been unsuccessful
or in which the debtor seeks relief from the indebLedness will be referred to
the General Counsel, OCHAMPUS, by the CHAMPUS fiscal intermediary. Offset,
under the provisions of 31 U.S.C. 3716, is not to be used with respect to
debts owed by any state or local government. Any requests for offset that are
received from other agencies shall he forwarded to the General Counsel,
OCHAMPUS, for processing, as will orders for garnishment issued by courts of
competent jurisdiction.

d. Collection of installments. CHAMPUS recoupment claims should be
collected in one lump sum whenever possible. However, if the debtor is
financially unable to pay the debt in one lump sum, payment may be accepted in
regular installments by the CHAMPUS fiscal intermediary or the General
Counsel, OCHAMPUS. Installment payments normally will be required on at least
a monthly basis and their size will bear a reasonable relation to the size of
the debt and the debtor's ability to pay. A CHAMPUS fiscal intermediary
should not enter into installment agreements which extend beyond 24 months.
OCHAMPUS installment agreements normally should liquidate the government's
claim within 3 years. Installment payments of less than $50 per month
normally will be accepted only if justifiable on grounds of financial hardship
or some other reasonable cause. Any installment agreement with a debtor in
which the total amount of the deferred installments will exceed $750 should
normally in:lude an executed promissory note.

e. Interest, penalties, and administrative costs. Interest shall
be charged on CHAMPUS recoupment debts and debts collected 4n installments in
accordance with 4 CFR 102.13 and instructions issued by 'he Director.
OCHAMPUS, or a designee. Interest shall accrue from the date on which the
initial demand is mailed to the debtor. The rate of interest assessed shall
be the rate of the current value of funds to the United States Treasury (that
is, the Treasury tax and loan account rate). The rate of interest, as
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initially assessed, shall remain fixed for the duration of the indebtedness,
except that where the debtor has defaulted on a repayment agreement and seeks
to enter into a new agreement, a new interest rate may be set which reflects
the current value of funds to the Trea-ury at the time the new agreement is
executed. The collection of interest on the debt or any portion of the debt,
which is paid within 30 days after the date on which interest began to accrue,
shall be waived. The agency may extend this 30-day period, on a case-by-case
basis, if it reasonably determines that such action is appropriate. Also, the
collection of interest, penalties, and administrative costs may be waived in
whole or in part as a part of the compromise of a debt as provided in section
G. of this chapter. In addition, the Director, OCHAMPUS, or a designee, may
waive in whole or in part, the collection of interest, penalties, or
administrative costs assessed herein, if he or she determines that collection
of these charges would be against equity and good conscience or not in the
best interests of the United States. Some situations in which such a waiver
may be appropriate include:

(1) Waiver of interest consistent with 4 CFR 104.2(c)(2) in
connection with a suspension of collection action pending a CHAMPUS appeal
under Chapter 10 of this Regulation where there is a substantial issue of fact
in dispute.

(2) Waiver of interest where the original debt arose through no
fault or lack of good faith on the part of the debtor and the collection of
interest would impose a financial hardship or burden on the debtor. Some
examples in which such a waiver may be appropriate include: a debt arising
when a CHAMPUS beneficiary, who is unaware of the lir- of eligibility for
CHAMPUS because he or she has become eligible for Medicare, continues to file
and be paid for CHAMPUS claims, resulting in erroneous CHAMPUS payments; a
debt arising when a CHAMPUS beneficiary in good faith files and is paid a
CHAMPUS claim for medical services or supplies which are later determined not
to be benetiLs ot CHAMPUS; and a debt arising when a CHAMPUS beneficiary is
overpaid as the result of a calculation error on the part of a fiscal
intermediary or OCHAMPUS.

(3) Waiver of interest where there has been an agreement to
repay a debt in installments, there is no indication of fault or lack of good
faith on the part of the debtor, and the amount of interest is so large in
relation to the size of the installments that the debtor can reasonably afford
to pay, that it is likely the debt will never be repaid in full.

When a debt is paid in installments, the installment payments
first will be applied to the payment of outstanding penalty and administrative
cost charges, second to accrued interest and then to principal.

Administrative costs incurred as the result of a debt becoming
delinquent (as defined in paragraph F.2.c. of this chapter) shall be a-sessed
against a debtor. These administrative costs represent the addiCinnal clists
incurred in processing an4 handling the debt because it became delinqui-nt.
The calculation of administrative costs should be based uipon c:ost alnaly; is
establishing an average of actual additional costs incurred in processing aTl.!
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handling claims against other debtors in similar stages of delinquency. A
penalty charge, not exceeding six percent a year shall be assessed on any
portion of a debt that is delinquent for more than 90 days. This charge,
which need not be calculated until the 91st day of delinquency, shall accrue
from the date that the debt became delinquent.

f. Referral to other federal agencies for administrative offset.
As appropriate and in accordance with 4 CFR 1023, agencies will be requested
to initiate administrative offset to collect CHAMPUS debts. When a debtor is
employed by the U.S. Government, or is a member or retired member of the
Uniformed Service, and collection by offset against other CHAMPUS payments due
the debtor cannot be accomplished, and there have been no positive responses
to a demand for payment within 60 days, the Director, OCHAMPUS, or a designee,
may contact the agency holding funds payable to the debtor for payment by
allotment or otherwise by salary offset from current disposable pay in
accordance with 37 U.S.C. 1007 or 5 U.S.C. 5514 as implemented by 32 CFR 90
and 5 CFR 550. Where applicable, the request for recovery of erroneous
CHAMPUS payments shall be submitted to the debtor's paying agency in
accordance with 5 CFR 550.1106. Before contacting the paying agency, the
Director, OCHAMPUS, or a designee, will provide the debtor written
notification of the agency's intent to collect the debt by means of salary
offset, authorized by 5 U.S.C. 5514. The notification will include, as a
minimum:

(1) The agency's determination that a debt is owed, including
the origin, nature, and the amount of the debt;

(2) The date by which payment is to be made, which will
normally be 30 days from the date the demand letter is mailed;

(3) The amount, frequency, proposed beginning date and
duration of the intended deductions, which will be determined in accordance
with the provisions of 5 CFR 550.1104 or 32 CFR 90, as appropriate.
Ordinarily, the size of installment deductions must bear a reasonable
relationship to the size of the debt and the employee's ability to pay (4 CFR
102.11). However, the amount deducted for any period must not exceed 15
percent of the disposable pay from which the deduction is made unless the
debtor has agreed in writing to the deduction of a greater amount. Debts must
be collected in one lump-sum whenever possible. However, if the employee is
financially unable to pay in one lump-sum, or the amount of the debt exceeds
15 percent of current disposable pay for an officially established pay
interval, collection must be made in installments. Such installment
deductions must be made to effect collection within the period of anticipated
active duty or employment. If the debtor retires or resigns or if his or her
employment or period of active duty ends before collection of the debt is
completed, offset from subsequent payments of any kind due the employee from
the paying agency as of the date of separation shall be made to the extent
necessary to liquidate the debt pursuant to 31 U.S.C. 3716 as implemented by 5
CFR 550 and 32 CFR 90. If possible. the installment payments should be
sufficient in size and frequency to liquidate the government's claim in not
more than 3 years. Installment payments of less than $50 per month should be
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accepted only with reasonable justification. An employee's involuntary
payment of all or any portion of a debt being collected under 5 U.S.C. 5514
will not be construed as a waiver of any rights the debtor may have under that
statute or any other provisions of conf-.ract or law, unless there are statutory
or contractual provisions to the contrary;

(4) An explanation of interest, penalties, and administrative
costs, including a statement 'hat such assessments must be made unless excused
in accordance with the Federal Claims Collection Standards;

(5) Advice that the debtor may inspect and copy government
records relating to the debt or, if debtor or his or her representative cannot
personally inspect the records, to request and receive a copy of such
records. Requests for copies of the records relating to the debt shall be
made no later than 10 days from the receipt by the debtor of the notice of
indebtedness;

(6) An opportunity for a review by the agency of its
determination regarding the existence or the amount of the debt, or when a
repayment schedule is established other than by written agreement-, concerning
the terms of the repayment schedule. The debtor shall be advised that a
challenge to either the existence of the debt, the amount of the debt, or the
repayment schedule, must be made within 30 days of the receipt by the debtor
of the notice of indebtedness or within 45 days after receipt of the records
relating to the debt, if such records are requested by the debtor. A request
for waiver or reconsideration should be accompanied by supporting documents
indicating why the debtor believes he is not so indebted, or by a financial
affidavit supporting his request for an alternative repayment schedule;

(7) Notice that the timely filing of a petition for review will
stay the commencement of collection proceedings;

(8) Notice that a final decision on the review (if one is
requested) will be issued at. the earliest practical date, but not later than
60 days after the filing of the petition requesting the review unless the
employee requests, and the agency grants, a delay in the proceedings;

(9) The opportunity, if it has not b~een previously provided, to
enter into a written agreement to establish a schedule for repayment of the
debt in lieu of offset. The agreement will be signed, by both the debtor and
the agency's representative and will be kept in the agency's files;

(10) Notice that any knowingly false or frivolous statements,
representations, or evidence may subject the debtor to: (a) disciplinary
procedures appropriate under Chapter 75 of Title 5 United States Code, 5 CFR
752, or any other applicable statutes or regulations; (b) penalties under
the False Claims Act, 31 U.S.C. 3729-3731, or any other applicable authority;
or (c) criminal penalties under 18 U.S. C. Sections 286. 287. 1001 and 1002.
or any other applicable authority:

(11) Where applicable, notice of the debtor's right to appeal
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under Chapter 10 of this Regulation;

(12) That amounts paid on or deducted for the debt which are
later waived or found not owed to the United States will promptly be refunded
to the debtor. Refunds do not bear interest unless required or permitted by
law or contract;

(13) The specific address to which all correspondence regarding
the debt shall be directed. Unless otherwise prohibited by law, moneys which
are due and payable to a debtor from the Civil Service Retirement and
Disability Fund may be administratively offset in reasonable amounts in order
to collect in one full payment or a minimal number of payments debts owed to
the United States by the debtor. The General Counsel, OCHAMPUS, may forward
requests for offset of debts arising from the operation of CHAMPUS to the
appropriate officials of the Office of Personnel Management. These requests
shall comply with the provisions of 4 CER 102.4 and 5 CFR 550.

g. Referral to debt collection agencies. Pursuant to the
provisions of the Federal Claims Collection Standards (4 CFR 102.6), the
Director, OCHAMPUS, or a designee, is authorized to enter into contracts for
collection services, including contracts with private collection agencies for
the purpose of supplementing and strengthening the collection efforts of the
Department of Defense in recouping erroneous CHAMPUS payments. Such contracts
will supplement but not replace the basic collection program described
herein. The authority to resolve disputes, compromise claims, terminate
collection action and initiate legal action may not be delegated in such
contracts but will be retained by the Director, OCHAMPUS, or a designee.
Individuals or firms that enter into contracts for collection services
pursuant to this paragraph are subject to the Privacy Act of 1974, as amended,
5 U.S.C. 552a, federal and state laws and regulations pertaining to debt
collection practices, including the Fair Debt Collection Practices Act, 15
U.S.C. 1692. Debt collection contractors shall be required to account
strictly for all amounts collected and must agree to provide any data
contained in their files relating to paragraphs (a)(1),(2) and (3) of 4 CFR
105.2. Contracts for commercial collection services must comply with 32 CFR
90.

h. Referrals to consumer reporti___ agencies. The Director,
OCHAMPUS, or a designee, is authorized to provide for the reporting of
delinquent debts to consumer reporting agencies. Delinquent debts are those
which are not paid or for which satisfactory payment arrangements are not made
by the due date specified in the initial notification of indebtedness, or
those for which the debtor has entered into a written payment agreement and
installment payments are past due 30 days or longer. These referrals may be
made only after publication of a "routine use" for the disclosures involved as
required by the Privacy Act of 1974, as amended, 5 U.S.C. 552a. Procedures
developed for such referrals must also insure that an accounting of the
disclosures is kept which is available to the debtor: that the consumer
reporting agencies are provided with cnrrections and annotations of
disagreements by the debtor; and that reasonable efforts are made to assure
that the information to be reported is accurate, complete, timely and
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relevant. When requested by a consumer reporting agency, verification of
information disclosed will promptly be provided. Once a claim has been
reviewed and determined to be valid, a complete explanation of the claim will
be given the debtor. When the claim is overdue, the individual will be
notified in writing that payment is ov,!rdue; that within 60 days, disclosure
of the claim shall be made to a consumer reporting agency unless satisfactory
payment arrangements are made or unless the debtor requests an administrative
review and demonstrates some basis on which the debt is legitimately disputed;
and of the specific information to be disclosed to the consumer reporting
agency. The information to be disclosed to the consumer reporting agency will
be limited to information necessary to establish the identity of the debtor,
including name, address and taxpayer identification number; the amount, status
and history of the claim; and the agency or program under which the claim
arose. Reasonable action will be taken to locate an individual for whom a
current address is not available.

i. Use and disclosure of mailing addresses. In attempting to
locate a debtor in the collection of a debt under this section, the Director,
OCHAMPUS, or a designee, may send a written request to the Secretary of the
Treasury, or a designee, for current address information from records of the
Internal Revenue Service. These requests will comply with the provisions of
26 U.S.C. 6103(p)(4) and applicable regulations of the Internal Revenue
Service. Disclosure of a mailing address so obtained may be made pursuant to
4 CFR 102.18(b) and 31 U.S.C. 3711.

G. COMPROMISE, SUSPENSION, OR TERMINATION OF COLLECTION ACTIONS ARISING UNDER
THE FEDERAL CLAIMS COLLECTION ACT

1. Basic considerations. Federal claims against the debtor and in favor
of the United States arising out of the administration of the CHAMPUS may be
compromised or collection action thereon may be suspended or terminated if:

a. The claim exclusive of interest, penalties and administrative
costs, does not exceed $20,000, and

b. There is no indication of fraud, the filing of a false claim, or
misrepresentation on the part of the debtor or any director, partner, manager,
or other party having an interest in the claim.

c. After deducting the amount of partial payments or collections,
if any, if a claim exceeds $20,000, exclusive of interest, penalties, and
administrative costs, the authority to compromise, suspend, or terminate
collection action rests solely with the Department of Justice.

2. Authority. CHAMPUS fiscal intermediaries are not authorized to
compromise or to suspend or terminate collection action on federal CHAMPUS
claims. Only the Director, OCHAMPUS, or a designee, and Uniformed Service
claims officers acting under the provisions of their own regulations, are so
authorized.

3. Basis for compromise. A claim may be compromised hereunder it the
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government cannot collect the full amount if:

a. The debtor or the estate of a debtor does not have the present
or prospective ability to pay the full amount within a reasonable time;

b. The debtor refuses to pay the claim in full and the government
is unable to enforce collection of the full amount within a reasonable time by
enforced collection proceedings;

c. There is real doubt concerning the government's ability to prove
its case in court for the full amount claimed either because of the legal
issues involved or a bona fide dispute as to the facts; or

d. The cost of collecting the claim does not justify enforced
collection of the full amount.

4. Basis for suspension. Collection action may be suspended for either
of the following reasons if future collection action may be sufficiently
productive to justify periodic review and action on the claim giving
consideration to its size and the amount which may be realized thereon:

a. The debtor cannot be located; or

b. The debtor is unable to make payments on the government's claim
or effect a compromise at the time, but the debtor's future prospects justify
retention of the claim for periodic review and action and: (1) the
applicable statute of limitations has been tolled or started running anew; or
(2) future collection action can be effected by offset, notwithstanding the
statute of limitations with due regard to the 10-year limitation prescribed by
31 U.S.C. 3716(c)(1); or (3) the debtor agrees to pay interest on the amount
of the debt on which collection action will be temporarily suspended, and such
temporary suspension is likely to enhance the debtor's ability to fully pay
the principal amount of the debt with interest at a later date.

c. Consideration may be given by the Director, OCHAMPUS, or a
designee, to suspend collection action pending action on a request for a
review of the government's claim against the debtor or pending an
administrative rtriew under Chapter 10 of this Regulation of any CHAMPUS claim
or claims directly involved in the government's claim against the debtor.
Suspension under this paragraph will be based upon appropriate consideration,
on a case-by-case basis as to whether: (1) there is a reasonable possibility
that the debt (in whole or in part) will be found not owing from the debtor;
(2) the government's interest would be protected if suspension were granted
by reasonable assurance that the debt would be recovered if the debtor does
not prevail; and (3) collection of the debt will cause undue hardship.

5. Basis for termination. Collection action may be terminated for one
or more of the following reasons:

a. The United States cannot collect or enforce collection of any
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significant sum from the debtor having due regard to the judicial remedies
available to the government, the debtor's future financial prospects and the
exemptions available to the debtor under state and federal law;

b. The debtor cannot be located, and either: (1) there is no
security remaining to be liquidated, or (2) the applicable statute of
limitations has run and the prospects of collecting by offset, not-
withstanding the bar of the statute of limitations, are too remote to justify
retention of the claim;

c. The cost of further collection action is likely to exceed any

recovery;

d. It is determined that the claim is legally without merit; or

e. Evidence necessary to prove the claim cannot be produced or the
necessary witnesses are unavailable and efforts to induce voluntary payment
are unavailing.

6. Factors considered. In determining whether a claim will be
compromised, or collection action terminated or suspended, the responsible
CHAMPUS collection authority will consider the following factors:

a. Age and health of the debtor, present and potential income,

inheritance prospects, possible concealment or improper transfer of assets and
the availability of assets or income which may be realized upon by enforced
collection proceedings;

b. Applicability of exemptions available to a debtor under state or
federal law;

c. Uncertainty as to the price which collateral or other property

may bring at forced sale; or

d. The probability of proving the claim in court, the probability
of full or partial recovery, the availability of necessary evidence and
related pragmatic considerations.

7. Amount of compromise. The amount acceptable in compromise will be
reasonable in relation to the amount that can be recovered by enforced
collection proceedings. Consideration shall be given to the following:

a. The exemptions available to the debtor under state and federal
law;

b. The time necessary to collect the debt;

c. The litigative probabilities involved; and

d. The administrative and litigative costs of collection where the
cost of collecting the claim is a basis for compromise.
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8. Payment of compromised claims

a. Time and manner. Compromised claims are to be paid in one lump
sum if possible. However, if payment of a compromise is necessary, a legally
enforceable compromise agreement must be obtained. Payment of the amount that
CHAMPUS has agreed to accept as a compromise in full settlement of a CHAMPUS
claim must be made within the time and in the manner prescribed in the
compromise agreement. Any such compromised claim is not settled until the
full payment of the compromised amount has been made within the time and the
manner prescribed. Compromise agreements must provide for the reinstatement
of the prior indebtedness, less sums paid thereon, and acceleration of the
balance due upon default in the payment of any installment.

b. Failure to pay the compromised amount. Failure of any debtor to
make payment as provided in the compromise agreement will have the effect of
reinstating the full amount of the original claim, less any amounts paid prior
to the default.

9. Effect of compromise, or suspension, or termination of collection
action. Pursuant to the Internal Revenue Code, 26 U.S.C. 6041, compromises
and terminations of undisputed debts not discharged in a Title 11 bankruptcy
case and totaling $600 or more for the year will be reported to the Internal
Revenue Service in the manner prescribed by them for inclusion in the debtor's
gross income for that year. Any action taken under section G. of this chapter
regarding the compromise of a federal claim, or suspension or termination of
collection action on a federal claim is not an initial determination for
purpose of the appeal procedures of Chapter 10 of this Regulation.

H. REFERRALS FOR COLLECTION

1. Prompt referral. Federal claims of $600 or more on which collection
action has been taken in accordance with the provisions of this chapter and
which cannot be collected or compromised or on which collection action cannot
be suspended or terminated, as provided herein, will be promptly referred by
the Director, OCHAMPUS, or a designee, to the Department of Justice for
litigation in accordance with 4 CFR 105. Such referrals will be made as early
as possible consistent with aggressive collection action by CHAMPUS fiscal
intermediaries and OCHAMPUS and well within the period for bringing a timely
suit against the debtor. Ordinarily referrals will be made within one year of
the OCHAMPUS final determination of the fact and the amount of the debt.

2. Relort of prior collection actions. The Director, OCHAMPUS, or a
designee, will prepare a Claims Collection Litigation Report (CCLR) for each
case referred for collection under the provisions of this chapter. The CCLR
shall also be used when a claim is referred to the Department of Justice in
order to obtain approval of that Department with respect to compromise,
suspension, or termination when such approval is required by 4 CFR 103.1(b)
and 104.1(b). The CCLR will include, as a minimum, the following:

a. A checklist or brief summary of the actions previously taken to
collect or compromise the claim. If any of the required administrative
collection actions have been omitted, the reason for its omission must be
provided.
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1b. The current address of the debtor, or the name and address of
the agent for a corporation upon whom service may be made. Reasonable and
appropriate steps will be taken to locate missing parties in all cases.
Referrals to the Department of Justice for the institution of foreclosure or
other proceedings, in which the current address of any party is unknown, will
be accompanied by a listing of the prior known addresses of such party and a
statement of the steps taken to locate that party.

c. Reasonably current credit data indicating that there is a
reasonable prospect of effecting enforced collection from the debtor, having
due regard for the exemptions available to the debtor under state and federal
law and the judicial remedies available to the government. Such credit data
may take the form of a commercial credit report; an agency investigative
report showing the debtor's assets, liabilities, income, and expenses; the
individual debtor's own financial statement executed under penalty of perjury
reflecting the debtor's assets, liabilities, income, and expenses; or an
audited balance sheet of a corporate debtor. Such credit data may be omitted
if a surety bond is available in an amount sufficient to satisfy the claim in
full; the forced sale value of any security available for application to the
government's claim is sufficient to satisfy the claim in full; the debtor is
in bankruptcy or receivership; the debtor's liability to the government is
fully covered by insurance, in which case such information as can be developed
concerning the identity and address of the insurer and the type and amount of
insurance coverage will be furnished; or the nature of the debtor is such that
credit data is not normally available or cannot reasonably be obtained, for
example, a unit of state or local government.

3. Preservation of evidence. The Director, OCHAMPUS, or a designee,
will take such action as is necessary to ensure that all files, records and
exhibits on claims referred hereunder are properly preserved.

I. CLAIMS INVOLVING INDICATIONS OF FRAUD, FILING OF FALSE CLAIMS OR
MISREPRESENTATION

Any case in which there is an indication of fraud, filing of false claims
or misrepresentation will be promptly referred to the Director, OCHAMPUS, or a
designee, for processing. The Director, OCHAMPUS, or a designee, will
investigate and evaluate the case and either refer the case to the appropriate
investigative law enforcement agency or return the claim for other appropriate
administrative action, including collection action under this chapter.
Payment on all CHAMPUS beneficiary or provider claims in which fraud, filing
false claims or misrepresentation is suspected will be suspended until payment
or denial of the claim is authorized by the Director, OCHAMPUS, or a
designee. Collection action on all federal claims in which a suspicion of
fraud, misrepresentation or filing false claims arises will be suspended
pending referral to the appropriate law enforcement agencies by the Director,
OCHAMPUS, or a designee.. Only the Department of Justici has authority to
compromise or terminate collection actinn on such claims.
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CHAPTER 12
THIRD PARTY RECOVERIES

A. GENERAL

This chapter deals with the right of the United States to recover the
costs of medical care furnished or paid for on behalf of CHAMPUS
beneficiaries from third parties. These third parties may be individuals, or
entities who are liable for tort damages to the injured CHAMPUS beneficiary
or a liability insurance carrier covering the individual or entity. These
third parties may also include other entities who are primarily responsible
to pay for the medical care provided to the injured beneficiary by reason of
an insurance policy, worker's compensation law or other source of primary
payment.

B. AUTHORITY

1. Federal statutory authority. The Federal Medical Care Recovery Act
(reference (jj)) provides the basis under which claims may be asserted or
other actions taken under this chapter. The Federal Medical Care Recovery
Act is a statute enacted to authorize the recovery of the reasonable value of
medical care furnished or paid for by the United States to a person who is
injured or suffers a disease under circumstances creating tort liability in a
third party. This Act is implemented by Executive Order 11060 and an
Attorney General Regulation, 28 CFR Part 43.

2. Other authority. Third party recoveries may arise in whole or in
part under authorities other than the Medical Care Recovery Act. These
include, but are not limited to:

a. State worker's compensation laws.

b. State hospital lien laws.

c. State no-fault or uninsured motorist statutes.

d. Contract rights under terms of insurance policies.

C. POLICY

CHAMPUS third party recovery claims can be complex and difficult to
administer because they often involve recovery potential from multiple
sources. It is essential that all persons responsible for taking action
under this chapter have adequate training and support in this area. The
Director, OCHAMPUS, or a designee, will insure that CHAMPUS personnel
(including fiscal intermediary personnel) responsible for taking any action
under this chapter are adequately trained and supported to take timely and
effective action. Responsibility for taking third party recovery action at
various times can rest with either fiscal intermediary personnel, OCHAMPUS
employees, or Uniformed Service claims asserting authorities. For this
reason close coordination between those responsible for any action under this
chapter is essential. Care must also be taken to insure that appropriate
action to assert any third party recovery right is taken in sufficient time
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to preclude the running of any applicable statute of limitations or other bar
to the government's right to recover.

D. APPEALABILITY

This chapter describes the procedures to be followed in the assertion and
collection of third party recovery claims in favor of the United States
arising from the operation of CHAMPUS. Actions taken under this chapter are
not initial determinatiors for the purpose of the appeal procedures of
Chapter 10 of this Regulation. However, the proper exercise of the right to
appeal benefit or provider status determinations under the procedures set
forth in Chapter 10 may affect the processing of federal claims arising under
this chapter. Those appeal procedures afford a CHAMPUS beneficiary or
participating provider an opportunity for administrative appellate review in
cases in which benefits have been denied and in which there is a significant
factual dispute. For example, a fiscal intermediary may deny payment for
services which are determined to be excluded as CHAMPUS benefits because they
are found to be not medically necessary. In that event the fiscal
intermediary will offer an administrative appeal as provided in Chapter 10 of
this Regulation on the medical necessity issue raised by the adverse benefit
determination. If the care in question results from an accidental injury and
if the appeal results in a reversal of the initial determination to deny the
benefit, a third party recovery claim may arise as a result of the appeal
decision to pay the benefit. However, in no case is the decision to initiate
such a claim itself appealable under Chapter 10 of this Regulation.

E. FEDERAL MEDICAL CARE RECOVERY ACT CLAIMS

1. General. The Federal Medical Care Recovery Act (FMCRA) (reference
(jj)) provides that in any case in which the United States is authorized or
required by law to furnish or pay for hospital, medical, surgical or dental
care and treatment to a person who is injured or suffers a disease under
circumstances creating tort liability in some third person to pay damages for
that care, the United States has a right to recover from the third person the
reasonable value of the care and treatment furnished or to be furnished.

2. Obligations of persons receiving treatment. To insure the
expeditious and efficient processing of Federal Medical Care Recovery Act
claims, any person furnished care and treatment under CHAMPUS, his or her
guardian, personal representative, counsel, estate, dependents or survivors
shall be required:

a. To provide complete information regarding the circumstances
surrounding an injury as a condition precedent to the processing of a CHAMPUS
claim involving possible third-party liability;

b. To assign in writing to the United States his or her claim or
cause of action against the third person to the extent of the reasonable
value of the care and treatment furnished, or to be furnished, or any portion
thereof;

c. To furnish such additional information as may be requested
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concerning the circumstances giving rise to the injury or disease for which
care and treatment are being given and concerning any action instituted or to
be instituted by or against a third person;

d. To notify the responsible recovery judge advocate, the CHAMPUS
fiscal intermediary or General Counsel, OCHAMPUS, or other officer who is
representing the interests of the government at the time, of a settlement
with, or an offer of settlement from a third person; and,

e. To cooperate in the prosecution of all claims and actions by
the United States against such third person.

3. Responsibility for recovery. The Director, OCHAMPTIS, or a designee,
is responsible for insuring that CHAMPUS claims arising under the Federal
Medical Care Recovery Act (reference (jj)) are properly referred to and
coordinated with the Uniformed Services. Generally, federal claims arising
under this statute will be processed as follows:

a. Identification and referral of Federal Medical Care Recovery
Act claims

(1) CHAMPUS fiscal intermediaries. In most cases where
medical care is provided by civilian providers and payment for such care has
been made by a CHAMPUS fiscal intermediary, initial identification of poten-
tial third-party liability will be by the CHAMPUS fiscal intermediary. In
such cases, the CHAMPUS fiscal intermediary is responsible for conducting a
preliminary investigation and referring the case to designated appropriate
legal officers of the Uniformed Services.

(2) Initial identification by other agencies. Occasionally,
cases involving potential third-party liability may be initially identified
by offices, agencies or individuals other than a CHAMPUS fiscal
intermediary. When this occurs, these cases should be initially referred to
the General Counsel, OCHAMPUS, Aurora, CO 80045-6900 for evaluation. If
appropriate, the General Counsel, OCHAMPUS, may refer the case to the fiscal
intermediary or the designated Uniformed Service legal office for action.

b. Processing CHAMPUS claims. When the CHAMPUS fiscal
intermediary initially identifies a claim as involving potential third-party
liability, it shall request additional information concerning circumstances
of the injury or disease from the beneficiary or other responsible party
unless adequate information is submitted with the claim. The information
normally is obtained by requesting the beneficiary to complete a personal
injury questionnaire. The CHAMPUS claim will be suspended and no payment
issued pending receipt of the third-party liability information. If the
requested third-party liability information is not received, the claim will
be denied. A CHAMPUS beneficiary may expedite the processing of his or her
CHAMPUS claim by submitting a completed third-party liability questionnaire
with the first claim for treatment of an accidental injury. Third-party
liability information normally is required only once concerning any single
accidental injury. Once the third-party liability information pertaining to
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a single incident or episode of care is received, subsequent claims
associated with the same incident or episode of care may be processed to
payment in the usual manner. If, however, the requested third-party
liability information is not received subsequent claims involving the same
incident or episode of care will be suspended or denied as stated above.

c. Ascertaining total potential liability. It is essential that
the legal office responsible for asserting the claim against the third party
receive from the CHAMPUS fiscal intermediary a report of all amounts expended
by the United States for care resulting from the incident upon which
potential liability in the third party is based (including amounts paid by
CHAMPUS for both inpatient and outpatient care). Prior to assertion and
final settlement of a claim, it will be necessary for the responsible legal
office to secure from the CHAMPUS fiscal intermediary updated information to
insure that all amounts expended under CHAMPUS are included in the
government's claim. It is equally impcrtant that information on future
medical payments be obtained through the investigative process and included
as a part of the government's claim. No CHAMPUS-related claim will be
settled, compromised or waived without full consideration being given to the
possible future medical payment aspects of the individual case.

4. Representing the government's interest. The government's right to
recover the amounts expended for the patient's medical care is independent of
the right the patient has to assert a claim against the th'rd person for
damages. The existence of the government's right, however, Ls dependent upon
establishing the liability of the third person under ordinary principles of
law.

a. Department of Justice. Frequently, collection actions under
the Federal Medical Care Recovery Act (reference (jj)) must be referred to
the Department of Justice for litigation. This is usually necessary because
either the administrative collection action has been unsuccessful or the
injured party has initiated suit and the government must be joined to protect
its interests. When such referrals involve significant cases in which tne
dollar amount of the potential recovery on CHAMPUS claims exceeds $40,000 or
involve a unique or significant legal issue, notice of the referral will be
provided to the General Counsel, OCHAMPUS. Upon request by the Uniformed
Service involved, the General Counsel, OCHAMPUS, will assist in the
coordination of any case with the Department of Justice.

b. Private attorneys. The attorney for the injured beneficiary
may be requested to represent the interests of the government and join both
claims in a single action against the third person. Such representation of
the government's interest normally must be made at no expense to the
government. However, when such representation of the government's interest
is undertaken by the injured party's attorney for the government, offices and
agencies involved will extend full cooperation to the injured party's
attorney to insure that the government's interests are fully protected. The
coordination of such cases is normally the responsibility of the designated
Uniformed Service claims office. However, the General Counsel, OCHAMPUS, may
be requested to provide assistance in coordinating CHAMPUS matters relating
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to these cases. If the attorney representing the injured beneficiary does
not wish to join the government's claim with that of his or her client, and
court action is required to recover the amount expended for the patient's
medical care, intervention or an independent suit may be initiated by the
United States for the reasonable value of the care or treatment provided.

5. Settlement and waiver of Federal Medical Care Recovery Act claims

a. Authority of the Uniformed Services legal offices. Uniformed
Services legal offices may, under the authority and provisions of regulations
prescribed by their respective departments, (1) accept the full amount of a
claim and execute a release therefore, (2) compromise or settle and execute a
release of any claim, not in excess of $40,000, which has been referred to it
under the provisions of this chapter, or (3) waive, and in this connection,
release any claim not in excess of $40,000 in whole or in part, either for
the convenience of the government, or if it is determined that collection
would result in undue hardship upon the person who suffered the disease or
injury resulting in the care and treatment provided under the CHAMPUS.

b. Department of Justiceapproval required. A claim in excess of
$40,000 may be compromised, settled, waived and released only with the prior
Ppproval of the Department of Justice. The Department of Justice is also to
be consulted in all cases involving (1) unusual circumstances, (2) a new
point of law which may serve as a precedent, or (3) a policy question where
there is or may be a difference of views between federal departments and
agencies.

a e c. Limitation on the authority of the Uniformed Services legal
offices. The authority of compromise, settlement, waiver and release
described by this subsection can not be exercised in any case in which (1)
the claim of the United States for such care and treatment has been referred
to the Department of Justice, or (2) a suit by the third party has been
instituted against the United States or the individual who received or is
receiving the care and treatment described herein and the suit arises out of
the occurrence which gave rise to the third-party claim of the United States.

6. Reporting requirements. The Department of Defense is required to
submit an annual report to the Attorney General stating the number and dollar
amount of claims asserted against, and the number and dollar amount of
recoveries from third persons for third-party federal claims arising from the
operation of the CHAMPUS. To facilitate the preparation of this report and
to maintain program integrity, the fiIlowing repo,-ting requirements are
established:

a. CHAMPUS fiscal intermediaries- Each CHAMPUS fiscal
intermediary shall submit on or before January 31 of each year an annual
report to the Director, OCHAMPUS, or a designee, covering the 12 months of
the previous calendar year. This report shall contain, as a minimum, the
number and total dollar amount of cases investigated for potential
third-narty liability and the number id dollar amount of cases referred to
Uniformed Services claims offices f,-r further investigation and collection.
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These latter figures are to be itemized by the states and Uniformed Services
to which the cases are referred.

b. Uniformed Services. Each Uniformed Service will submit an
annual report covering the 12 calendar months of the previous year, setting
forth, as a minimum, the number and total dollar amount of cases involving
CHAMPUS payments received from CHAMPUS fiscal intermediaries, the number and
dollar amount of cases involving CHAMPUS payments received from other
sources, and the number and dollar amount of claims actually asserted
against, and the dollar amount of recoveries from, third persons. The
report, itemized by state and foreign claims jurisdictions, shall be provided
no later than February 28 of each year, by each Uniformed Service to the
Director, OCHAMPUS, or a designee.

c. Implementation of the reporting requirements. The reporting
requirements prescribed by paragraph E.6.a. above are to be implemented by
the Director, OCHAMPUS, or a designee, by an appropriate action. The
reporting requirements prescribed by paragraph E.6.b. above are to be
implemented as soon as practicable by agreement between the Director,
OCHAMPUS, or a designee, and the affected reporting agency. In no event will
the reporting requirements prescribed in paragraph E.6.b. above be
implemented later than December 23, 1988.

F. AUTOMOBILE OR OTHER MEDICAL PAYMENT INSURANCE, NO-FAULT INSURANCE, OR
UNINSURED MOTORIST INSURANCE

Payment may not be made under CHAMPUS for any medical service or supply
to the extent that payment has been made or can reasonably be expected to be
made for the service or supply under medical insurance or other plan,
automobile medical payment insurance policy or plan, uninsured motorist
insurance, no-fault insurance or other forms of medical payments protection.
Unless all or a portion of a payment under a no-fault or uninsured motorist
insurance policy is designated as reimbursement for medical expenses or for
some other policy benefit, the full amount of all such undesignated payments
shall be deemed to be for medical expenses incurred by the policy
beneficiary. Where a CHAMPUS beneficiary is covered by no-fault or uninsured
motorist insurance, CHAMPUS benefits will not become available until the
CHAMPUS beneficiary furnishes written documentation that he or she has
incurred medical expenses equal to the full amount of the payment received
under the policy, or to that portion of the total payment received which was
designated for medical expenses. Based upon the results of the investigation
described in paragraph E.3.b. of this chapter, the fiscal intermediary will
segregate all claims involving treatment of personal injuries for which it is
likely that such other insurance is available. These claims will be
processed initially as double coverage claims under the provisions of Chapter
8 of this Regulation. Any CHAMPUS payments made after the double coverage
provisions have been fully complied with will be considered for possible
third-party liability recovery under the provisions of this chapter.

G. WORKER'S COMPENSATION CLAIMS

Based upon the results of the investigation described in paragraph
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E.3.b. of this chapter, the fiscal intermediary will segregate all claims
involving treatment of work-related injuries. These claims will be processed
initially as double coverage claims under Chapter 8 of this Regulation
dealing with worker's compensation claims. Any CHAMPUS payments made after
the double coverage provisions have been fully complied with will be
considered for possible third-party liability recovery under the provisions
of this chapter. Unless all or a portion of a payment made pursuant to a
worker's compensation claim is designated as reimbursement for medical
expenses or for some other policy benefit, the full amount of all such
undesignated payments shall be deemed to be for medical expenses incurred by
the policy beneficiary.

H. MIXED CLAIMS

Occasionally, a claim arising under the Medical Care Recovery Act will be
referred to a claims collection authority which also has some other potential
for recovery. A typical example of such a claim is one arising as the result
of an automobile accident in which there is a likely tortfeasor and the
injured party is also covered by some combination of other health insurance
which is primary to CHAMPUS, such as, worker's compensation, or a medical
payments provision of an automobile policy. These claims will also initially
be processed as double coverage claims. In addition, agency claims
collection authorities should take full cognizance of all aven,."- ,.
potential recovery as long as there is any potential for recovt' F;. the
tortfeasor. Once final action has been taken, any remaining pot 1',-
recovery under the Federal Claims Collection Act (reference (ii)) w~ay be
referred to the General Counsel, OCHAMPUS, for further action in accordance
with Chapter 11 of this Regulation. Such referrals should contain a complete
report of all actions taken on the case and full and complete documentation
of the claims involved.
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CHAPTER 13
DEPENDENTS DENTAL PLAN

A. GENERAL PROVISIONS.

1. Purpose. This section prescribes guidelines and policies for the
delivery and administraticon of the Active Duty Dependents Dental Plan of the
Uniformed Services for the Army, the Navy, the Air Force, the Marine Corps,
the Coast Guard, the Commissioned Corps of the U.S. Public Health Service
(USPHS), and the Commissioned Corps of the National Oceanic and Atmospheric
Administration (NOAA).

2. Applicability

a. Geographic. This section is applicable geographically within
the 50 States of the United States, the District of Columbia, the
Commonwealth of Puerto Rico, Guam, and the U.S. Virgin Islands.

b. Agency. The provisions of this section apply throughout the
Department of Defense (DoD), the Coast Guard, the Commissioned Corps of the
USPHS, and the Commissioned Corps of the NOAA.

3. Authority and responsibility

a. Legislative authority

(1) Joint regulations. 10 U.S.C. Chapter 55, 1076a authorizes
the Secretary of Defense, in consultation with the Secretary of Health and
Human Services and the Secretary of Transportation, to prescribe regulations
for the administration of the Active Duty Dependents Dental Plan.

(2) Administration. 10 U.S.C. Chapter 55 also authorizes the
Secretary of Defense to administer the Active Duty Dependents Dental Plan for
the Army, Navy, Air Force, and Marine Corps under DoD jurisdiction, the
Secretary of Transportation to administer the Active Duty Dependents Dental
Plan for the Coast Guard, when the Coast Guard is not operating as a service
in the Navy, and the Secretary of Health and Human Services to administer the
Active Duty Dependents Dental Plan for the Commissioned Corps of the NOAA and
the USPHS.

b. Organizational delegations and assignments

(1) Assistant Secretary of Defense (Health Affairs)
(ASD(HA)). The Secretary of Defense, by DoD Directive 5136.1 (reference(b)),
delegated authority to the ASD(HA) to provide oolicy guidance, management
control, and coordination as required for all DoD health and medical
resources and functional areas including health benefit programs.
Implementing authority is contained in DoD 5025.1-M (reference(c)). For
additional implementing authority see Chapter I.C. of this Regulation.

(2) Evidence of el igibility. The Department of Defense,
through the Defense Enrollment Eligibility Reporting System (DEERS), is
responsible
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for establishing and maintaining a listing of persons eligible to receive
benefits under the Active Duty Dependents Dental Plan.

4. Active duty dependents denta'. benefit plan. This is a program of
dental benefits provided by the U.S. Government under public law to specified
categories of individuals who are qualified for these benefits by virtue of
their relationship to one of the seven Uniformed Services, and their volun-
tary decision to accept enrollment in the program and cost share with the
Government in the premium cost of the benefits. The Dependents Dental Plan
is an insurance, service, or prepayment plan involving a contract guarantee-
ing the indemnification or payment of the enrolled member's dependents
against a specified loss in return for a premium paid. Where state regula-
tions, charter requirements, or other provisions of state and local regula-
tion governing dental insurance and prepayment programs conflict with Federal
law and regulation governing this Program, Federal law and regulation shall
govern. Otherwise, this Program shall comply with state and local regulatory
requirements.

5. Plan funds

a. Funding sources. The funds used by the Active Duty Dependents
Dental Plan are appropriated funds furnished by the Congress through the
annual appropriation acts for the Department of Defense and the Department of
Health and Human Services and funds collected by the Uniformed Services
monthly through payroll deductions as premium shares from enrolled members.

b. Disposition of funds. Plan funds are paid by the Government as
premiums to an insurer, service, or prepaid dental care organization under a
contract negotiated by the Director, OCHAMPUS, or a designee, under the pro-
visions of the Federal Acquisition Regulation (FAR).

c. Plan. The Director, OCHAMPUS or designee provides an insurance
policy, service plan, or prepaid contract of benefits in accordance with
those prescribed by law and regulation; as interpreted and adjudicated in
accord with the policy, service plan, or contract and a dental benefits
brochure; and as prescribed by requirements of the dental plan organization's
contract with the government.

d. Contracting out. The method of delivery of the Active Duty
Dependents Dental Benefit Plan is through a competitively procured contract.
The Director, OCHAMPUS, or a designee is responsible for negotiating, under
provisions of the FAR, a contract for dental benefits insurance or prepayment
which includes responsibility for (1) development, publication, and enforce-
ment of benefit policy, exclusions, and limitations in compliance with the
law, regulation, and the contract provisions; (B) (2) adjudicating and
processing claims; and (3) conduct of related supporting activities, such as
eligibility verification, provider relations, and beneficiary communications.

6. Role of Health Benefits Advisnr (HBA). The HBA is appointed (gener-
ally by the commander of a Uniformed Services medical treatment facility) to
serve as an advisor to patients and staff in matters involving the Active
Duty Dependents Dental Plan. The HBA may assist beneficiaries or sponsors in
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applying for benefits, in the preparation of claims, and in their relations
with OCHAMPUS and the dental plan insurer. However, the HBA is not respons-
ible for the plan's policies and procedures and has no authority to make
benefit determinations or obligate the plan's funds. Advice given to benefi-
ciaries as to determination of benefits or level of payment is not binding on
OCHAMPUS or the insurer.

7. Disclosure of information to thepublic. Records and information
acquired in the administration of the Active Duty Dependents Dental Plan are
not records of the Department of Defense. The records are established by the
Dependents Dental Plan insurer in accordance with standard business practices
of the industry, and are used in the determination of eligibility, program
management and operations, utilization review, quality assurance, program
integrity, and underwriting in accordance with standard business practices.
By contract, the records and information are subject to government audit and
the government receives reports derived from them. Records and information
specified by contract are provided by an outgoing insurer to a successor
insurer in the event of a change in the contractor.

8. ERuality of benefits. All claims submitted for benefits under the
Active Duty Dependents Dental Plan shall be adjudicated in a consistent,
fair, and equitable manner, without regard to the rank of the sponsor.

9. Coordination of benefits. The dental plan insurer shall conduct
coordination of benefits for the Active Duty Dependents Dental Plan in
accordance with generally accepted business practices.

10. Information on participating_ -roviders. The Director, OCHAMPUS or
designee, shall develop and make available to Uniformed Services Health
Benefits Advisors and military installation personnel centers copies of lists
of participating providers and providers accepting assignment for all locali-
ties with significant numbers of dependents of active duty members. In
addition, the Director, OCHAMPUS or designee, shall respond to inquiries
regarding availability of participating providers in areas not covered by the
lists of participating providers.

B. DEFINITIONS

For most definitions applicable to the provisions of this section, refer
to Chapter 2 of this Regulation. The following definitions apply only to
this section.

Assignment. Acceptance by a nonparticipating provider of payment direct-
ly from the insurer while reserving the right to charge the beneficiary or
sponsor for any remaining amount of the fees for services which exceeds the
prevailing fee allowance of the insurer.

Authorized Provider. A dentist rr dental hygienist specifically author-
ized to provide benefits under the Active DuLi Dependents Dental Plan in
paragraph (f) of this section.
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Beneficiary. A dependent of an active duty member who has been enrolled
in the Active Duty Dependents Dental Plan, and has been determined to be
eligible for benefits, as set forth in paragraph (c) of this section.

Beneficiary Liability. The legal obligation of a beneficiary, his or her
estate, or responsible family member to pay for the costs of dental care or
treatment received. Specifically, for the purposes of services and supplies
covered by the Active Duty Dependents Dental Plan, beneficiary liability
includes cost-sharing amounts for restorative services, and, any amount above
the prevailing fee determination by the insurer for either preventive or
restorative services where the provider selected by the beneficiary is not a
participating provider or a provider within ar. approved alternative delivery
system. Beneficiary liability also includes any expenses for services and
supplies not covered by the Active Duty Dependents Dental Benefit Plan, less
any discount provided as a part of the insurer's agreement with an approved
alternative delivery system.

By report. Dental procedures which are authorized as benefits only in
unusual circumstances requiring justification of exceptional conditions
related to otherwise authorized procedures. For example, a house call might
be justified based on an enrolled dependent's severe handicap which prevents
visits in the dentist's office for traditional prophylaxis. Alternatively,
additional drugs might be required separately from an otherwise authorized
procedure because of an emergent reaction caused by drug interaction during
the performance of a restoration procedure. These services are further
defined in paragraph (e) of this section.

Cost-Share. The amount of money for which the beneficiary (or sponsor)
is responsible in connection with otherwise covered dental services (other
than disallowed amounts) as set forth in Sections D and G of this Chapter.
Cost-sharing may also be referred to as "co-payment."

Defense Enrollment Elig4bility Reporting System (DEERS). The automated
system that is composed of two phases:

1. Enrolling all active duty and retired service members, their depen-
dents, and the dependents of deceased service members, and

2. Verifying their eligibility for health care benefits in the direct
care facilities and through the Active Duty Dependents Dental Plan.

Dentalhygienist. Practitioner in rendering complete oral prophylaxis
services, applying medication, performing dental radiography, and providing
dental education services with a certificate, associate degree, or bachelor's
degree in the field, and licensed by an appropriate authority.

Dentist. Doctor of Dental Medicine (D.M.D.) or Doctor of Dental Surgery
(D.D.S.) who is licensed to practicp dentistry by an appropriate authority.

Diag__nostic services. Category of dental services including (1) clinical
oral examinations, (2) radiographic examinations, and (3) diagnostic labora-
tory tests and examinations provided in connection with other dental proce-
dures authorized as benefits of the Active Duty Dependents Dental Plan and
further defined in Section E of this Chapter.
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Emergency palliative services. Minor procedures performed for the
immediate relief of pain and discomfort as further defined in Section E of
this Chapter. This definition excludes those procedures other than minor
palliative services which may result In the relief of pain and discomfort,
but constitute the usual initial stage or conclusive treatment in procedures
not otherwise defined as benefits of the Active Duty Dependents Dental Plan.

Initial Determination. A formal written decision on an Active Duty
Dependents Dental Plan claim, a request by a provider for approval as an
authorized provider, or a decision disqualifying or excluding a provider as
an authorized provider under the Active Duty Dependents Dental Plan.
Rejection of a claim or a request for benefit or provider authorization for
failure to comply with administrative requirements, including failure to
submit reasonably requested information, is not an initial determination.
Responses to general or specific inquiries regarding Active Duty Dependent
Dental Plan benefits are not initial determinations.

Laboratory and Pathology Services. Laboratory and pathology examinations
(including machine diagnostic tests that produce hard-copy results) ordered
by a dentist when necessary to, and rendered in connection with other covered
dental services.

Nonparticipating provider. A dentist or dental hygienist that furnished
dental services to an Active Duty Dependents Dental Plan beneficiary, but who
has not agreed to participate or to accept the insurer's fee allowances and
applicable cost share as the total charge for the services. A nonparticipat-
ing provider looks to the beneficiary or sponsor for final responsibility for
payment of his or her charge, but may accept payment (assignment of benefits)
directly from the insurer or assist the beneficiary in filing the claim for
reimbursement by the contractor. Where the nonparticipating provider does
not accept payment directly from the insurer, the insurer pays the benefici-
ary or sponsor, not the provider.

Participating Provider. A dentist or dental hygienist who has agreed to
accept the insurer's reasonable fee allowances or other fee arrangements as
the total charge (even though less than the actual billed amount), including
provision for payment to the provider by the beneficiary (or sponsor) of the
twenty percent cost-share for restorative services.

Party to a Hearing. An appealing party or parties, the insurer, and
OCHAMPUS.

Party to the Initial Determination. Includes the Active Duty Dependents
Dental Plan, a beneficiary of the Active Duty Dependents Dental Plan and a
participating provider of services whose interests have been adjudicated by
the initial determination. In addition, a provider who has been denied
approval as an authorized Active Duty Dependents Dental Plan provider is a
party to that initial determination, as is a provider who is disqualified or
excluded as an authorized provider, unless the provider is excluded under
another federal or federally funded program. See Section H of this Chapter
for additional information concerning parties not entitled to administrative
review under the Active Duty Dependents Dental Plan appeals procedures.
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Preventive Services. Traditional prophylaxis including scaling deposits
from teeth, polishing teeth, and topical application of fluoride to teeth as
further defined in Section E of this Chapter.

Provider. A dentist or dental hygienist as specified in Section F of
this Chapter.

Representative. Any person who has been appointed by a party to the
initial determination as counsel or advisor and who is otherwise eligible to
serve as the counsel or advisor of the party to the initial determination,
particularly in connection with a hearing.

Restorative services. Restoration of teeth including those procedures
commonly described as amalgam restorations, resin restorations, pin reten-
tion, and stainless steel crowns for primary teeth as further defined in
Section E of this Chapter.

C. ENROLLMENT AND ELIGIBILITY

1. General. Sections 1076a and 1072(2)(D) of 10 U.S.C., Chapter 55 set
forth those persons who are eligible for voluntary enrollment in the Active
Duty Dependents Dental Benefit Plan. A determination that a person is eligi-
ble for voluntary enrollment does not entitle such a person automatically to
benefit payments. The active duty member must enroll his or her dependents
as defined in this Chapter, and other Chapters of this Regulation set forth
additional requirements that must be met before eligibility for the plan is
extended.

2. Persons eli.ible. Dependent. A person who bears one of the follow-
ing relationships to an active duty member (under a call or order that does
not specify a period of 30 days or less):

a. Spouse. A lawful husband or wife, regardless of whether or not
dependent upon the active duty member.

b. Child. To be eligible, the child must be unmarried and meet
one of the requirements of this section.

(1) A legitimate child.

(2) An adopted child whose adoption has been completed
legally.

(3) A legitimate stepchild.

(4) An illegitimate child of a male member whose paternity has
been determined judicially, or an illegitimate child of record of a female
member who has been directed judicially to support the child.

(5) An illegitimate child of a male active duty member whose
paternity has not been determined judicially, or an illegitimate child of
record of a female active duty member who:
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(a) Resides with or in a home provided by the member and

(b) Is and continues to be dependent upon the member for
over 50 percent of his or her support

(6) An illegitimate child of the spouse of an active duty
member (that is, the active duty member's stepchild) who:

(a) Resides with or in a home provided by the active duty
member or the parent who is the spouse of the member and

(b) Is and continues to be dependent upon the member for
over 50 percent of his or her support.

(7) In addition to meeting one 6f the criteria (1) through (6)

of this paragraph C.2., the child:

(a) Must not be married.

(b) Must be in one of the following three age groups:

1 Not passed his or her 21st birthday.

2 Passed his or her 21st birthday, but incapable of
self-support because of a mental or physical incapacity that existed before
his or her 21st birthday and dependent on the member for over 50 percent of
his or her support. Such incapacity must be continuous. If the incapacity
significantly improves or ceases at any time after age 21, even if such
incapacity recurs subsequently, eligibility cannot be reinstated on the basis
of the incapacity. If the child was not handicapped menta.ly or physically
at his or her 21st birthday, but becomes so incapacitated after that time, no
eligibility exists on the basis of the incapacity.

3 Passed his or her 21st birthday, but not his or
her 23rd birthday, dependent upon the member for over 50 percent of his or
her support, and pursuing a full-time course of education in an institution
of higher learning approved by the Secretary of Defense or the Department of
Education (as appropriate) or by a state agency under 38 U.S.C., Chapters 34
and 35.

NOTE: Courses of education offered by institutions listed in the
"Education Directory, Part 3, Higher Education" or "Accredited
Higher Institutions," issued periodically by the Department of
Education meet the criteria approved by the Secretary of
Defense or the Department of Education, (refer to Chapter 3,
B.2.d.(3)(c) of this Regulation). For determination of
approval of courses offered by a foreign institution, by an
institution not listed in either of the above directories, or
by an institution not approved by a state agency pursuant to
Chapters 34 and 35 of 38 U.S.C., a statement may be obtained
from the Department of Education, Washington, D.C. 20202.
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3. Enrollment

a. Initial enrollment. Eligible dependents of members on active
duty status as of August 1, !987 are automatically enrolled in the Active
Duty Dependents Dental Benefit Plan, except where any of the following
conditions apply:

(1) Remaining period of active dut 1 at the time of
contemplated enrollment is expected by the active duty member or the
Uniformed Service to be less than ti.c years, except that such members'
dependents may be enrolled during the initial enrollment period for benefits
beginning August 1, 1987 provided that the memter has at least six months
remaining in the initial enlistment term. rnrollment of dependents is for a
period of two years, subject to the exceptions provided in C.5.

(2) Active duty member has completec an election to disenroll
his or her devendents from the Active Ducy Dependents Dental Plan.

(3) Active duty member has only one dependent who is under
four years of age as cf August 1, 1987, and the member does n-t complete an
elec- tion to enroll the child.

b. Subsequent enrollment. Eligible active duty members may elect
to enroll their depen&;nts for a period of not less than two y,-ats. provided
there is an intent to remain on active duty for a period of not iess than two
years by the member and the Uniformed Service.

c. Inclusive family enrollment. All eligible dependents of the
active duty member must be enrolled if any are enrolled, except that a member
may elect to enroll only those dependents who are remotely located from the
member (e.g., a child living with a divorced spouse or a child in college).

4. Beginning dates of eligibility

a. Initial enrollment. The beginning date of eligibility for
benefits is August 1, 1987.

b. Subse uent enrollment. The beginning date of eligibility for
benefits is the first day of the month following the month in which the
election of enrollment is completed, signed, and received by the active duty
member's Service representative, except that the date of eligibility shall
not be earlier than September 1, 1987.

5. Changes in and termination of enrollment

a. Changes in status of active duty member. When an actiý? duty
member's period of active duty ends for any reason, his or her dependents
lose their eligibility as of 11:59 p.m. of the last day of the month in which
the active duty ends.

b. Termination of eligiibitjffor basic _. When a me-'er ceases
to be eligible for basic pay, eligibility of the member's dependents for
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benefits under the Dependents Dental Plan terminates as of 11:59 p.m. of the
day the member became ineligible for basic pay and the Uniformed Service must
notify the Plan of disenrollment base,[ on termination of eligibility for
basic pay. The member whose eligibiliity for basic pay is subsequently
restored may enroll his or her dependents for a minimum of two years in
accordance with C.3.b.

c. Changes in status of dependent

(1) Divorce. A spouse separated from an active duty member by
a final divorce decree loses all eligibility based on his or her former
marital relationship as of 11:59 p.m. of the last day of the month in which
the divorce becomes final. The eligibility of the member's own children
(including adopted and eligible illegitimate children) is unaffected by the
divorce. An unadopted stepchild, however, loses eligibility with the
termination of the marriage, also as of 11:59 p.m. the last day of the month
in which the divorce becomes final.

(2) Annulment. A spouse whose marriage to an active duty
member is dissolved by annulment loses eligibility as of 11:59 p.m. of the
last day of the month in which the court grants the annulment order. The
fact that the annulment legally decl&res the entire marriage void from its
inception does not affect the termination date of eligibility. When there
are children, the eligibility of the member's own children (including adopted
and eligible illegitimate children) is unaffected by the annulment. An
unadopted stepchild, however, loses eligibility with the annulment of the
marriage, also as of 11:59 p.m. of the last day of the month in which the
court grants the annulment order.

(3) Adoption. A child of an active duty member who is adopted
by a person, other than a person whose dependents are eligible for the Active

Duty Dependents Dental Plan benefits while the active duty member is living,
thereby severing the legal relationship between the child and the sponsor,
loses eligibility as of 11:59 p.m. of the last day of the month in which the
adoption becomes final.

(4) Marriage of child. A child of an active duty member who
marries a person whose dependents are not eligible for the Active Duty
Dependents Dental Plan, loses eligibility as of 11:59 p.m. on the last day of
the month in which the marriage takes place. However, should the marriage be
terminated by death, divorce, or annulment before the child is 21 years old,
the child again becomes eligible for enrollment as a dependent as of 12:00
a.m. of the first day of the month following the month in which the
occurrence takes place that terminates the marriage and continues up to age
21 if the child does not remarry before that time. If the marriage
terminates after the child's 21st birthday, there is no reinstatement of

eligibility.

(5) Disabling illness or injury of child age 21 or 22 who has
eligibility based on his or her student status. A child 21 or 22 years old
who is pursuing a full-time course of higher education and who, either during
the school year or between semesters, suffers a disabling illness or injury
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with resultant inability to resume attendance at the institution remains
eligible for dental benefits for 6 months after the disability is removed or
until the student passes his or her 2.1rd birthday, whichever occurs first.
However, if recovery occurs before the 23rd birthday and there is resumption
of a full-time course of higher education, dental benefits can be continued
until the 23rd birthday. The normal vacation periods during an established
school year do not change the eligibility status of a dependent child 21 or
22 years old in full-time student status. Unless an incapacitating condition
existed before, and at the time of, a dependent child's 21st birthday, a
dependent child 21 or 22 years old in student status does not have eligibil-
ity related to mental or physical incapacity as described in Chapter 3,
B.2.d.(3)(b) of this Regulation.

d. Disenrollment because uf no eligible dependents. When an
active duty member ceases to have any eligible dependents residing within the
Plan's jurisdiction, the member must disenroll.

e. Option to disenroll as a result of a change in active duty
station. When an active duty member makes a permanent change in duty station
resulting in a move of more than 50 miles of his or her dependents to a new
locality, the member may elect within 90 days of the change to disenroll from
the Plan if dental care for these benefits is available from a local military
dental clinic available to the member's dependents.

f. Option to disenroll as a result of electing other dental
insurance coverage. When an active duty member's dependents become enrolled
in another employment-based dental insurance plan, the member may elect to
disenroll from the Active Duty Dependents Dental Plan. Proof of other
employment-based dental insurance coverage must be provided to the appropri-
ate Service representative prior to approval of disenrollment.

g. Option to disenroll after an initial two-year enrollment. When
an active duty member's enrollment of his or her dependents has been in
effect for a continuous period of two years, the member may disenroll his or
her dependents at any time. Subsequently, the member may enroll his or her
dependents for another minimum period of two years.

6. Eligibility determination and enrollment

a. Eligibility determination and enrollment responsibility of
Uniformed Services. Determination of a person's eligibility and processing
of enrollment in the Active Duty Dependents Dental Benefit Plan is the
responsibility of the active duty member's Uniformed Service. For the
purpose of program integrity, the appropriate Uniformed Service shall, upon
request of the Director, OCHAMPUS, review the eligibility of a specific
person when there is reason to question the eligibility status. In such
cases, a report on the result of the review and any action taken will be
submitted to the Director, OCHAMPUS. or a designee.

b. Procedures for determination of eligibility. Uniformed
Services identification cards do not distinguish eligibility for the Active
Duty Dependents Dental Plan. Procedures for the determination of eligibility
are
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identified in Chapter 3, F.2. of this Regulation, except that Uniformed
Services identification cards do not provide evidence of eligibility for the
dental plan.

7. Evidence of elibility reuiired-. Eligibility and enrollment in the
Active Duty Dependents Dental Plan will be verified through the DEERS (DoD
1341.1-M, "Defense Enrollment Eligibility Reporting System (DEERS) Program
Manual," May 1982).

a. Acceptable evidence of eligibility and enrollment. Eligibility
information established and maintained in the DEERS files is the only accept-
able evidence of eligibility.

b. Responsibility for obtaining evidence of eligibilitt. It is
the responsibility of the active duty member, or Active Duty Dependent Dental
Plan beneficiary, parent, or legal representative, when appropriate, to en-
roll with a Uniformed Service authorized renresentative and provide adequate
evidence for entry into the DEERS file to establish eligibility for the
Active Duty Dependents Dental Plan, and to ensure that all changes in status
that may affect enrolln-ent and eligibility are reported immediately to the
appropriate Uniformed Service for action. Ineligibility for benefits is
presumed in the absence of prescribed enrollment and eligibility evidence in
the DEERS file.

D. PREMIUM SHARING

1. General. Active duty members enrolling their dependents in the
Active Duty Dependents Dental Plan shall be required to pay a share of the
premium cost for their dependents.

2. Premium classifications. Premium classifications are established by
the Secretary of Defense, or designee, and provide for a minimum of two
classifications, single and family.

3. Premium amounts. The premium amounts to be paid for the Active Duty
Dependents Dental plan are established by the Secretary of Defense or
designee.

4. Proportion of member's premium share. The proportion of premium
share to be paid by the member is established by the Secretary of Defense or
designee, at not more than 40 percent of the total premium.

5. Pay deduction. The member's premium share shall be deducted from
the basic pay of the member.

E. PLAN BENEFITS

1. General

a. Scope of benefits. The Active Duty Dependents Dental Plan pro-
vides coverage for certain basic dental diagnostic, minor palliative emer-
gency, preventive, and restorative services to eligible, enrolled dependents
of active duty members as set fcrth in Section C. of this Chapter.
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b. Authority to act for the plan. The authority to make benefit
determinations and authorize plan payments under the Active Duty Dependents
Dental Plan rests primarily with the insurance, service plan, or prepayment
dental plan contractor, subject to compliance with federal law and regulation
and government contract provisions. The Director, OCHAMPUS, or designee,
provides required benefit policy decisions resulting from changes in federal
law and regulation and appeal decisions. No other persons or agents (such as
dentists or Uniformed Services health benefits advisors) have such authoriLy.

c. Right to information. As a condition precedent to the
provision of benefits hereunder, the Director, OCHAMPUS, or designee, shall
be entitled to receive information from an authorized provider or other
person, institution, or organization (including a local, state, or U.S.
Government agency) providing serlrices or supplies to the ber.fi~Jay for
which claims for bene- fits are submitted. While establishing enrollment and
eligibility, benefits, and benefit utilization and performance reporting
information standards; the government has not established and does not
maintain a system of records and information for the Dependents Dental Plan.
By contract, the government audits the adequacy and accuracy of the dental
contractor's system of records and requires access to information and records
to meet program accountabilities. Such information and records may relate to
attendance, testing, monitoring, examination, or diagnosis of dental disease
or conditions; or treatment rendered; or services and supplies furnished to a
beneficiary; and shall be necessary for the accurate and efficient admini-
stration and payment of benefits under this plan. Before a determination
will be made on a claim of benefits, a beneficiary or active duty member must
provide particular additional information relevant to the requested determin-
ation, when necessary. Failure to provide the requested information may
result in denial of the claim. The recipient of such information shall in
every case hold such records confidential except when:

(1) Disclosure of such information is necessary to the
determination by a provider or the Plan contractor of beneficiary enrollment
or eligibility for coverage of specific services;

(2) Disclosure of such information is authorized specifically
by the beneficiary;

(3) Disclosure is necessary to permit authorized governmental
officials to investigate and prosecute criminal actions; or

(4) Disclosure constitutes a standard and acceptable business
practice commonly used among dental insurers which is consistent with the
principle of preserving confidentiality of personal information and detailed
clinical data. For example, the release of utilization information for the
purpose of determining eligibility for certain services, such as the number
of dental prophylaxis procedures performed for a beneficiary. is authorized.

(5) Disclosure by the Director, OCHAMPUS, or designee, is for
the purpose of determining the applicability of, and implementing the
provisions of, other dental benefits coverage or entitlement.
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NOTE: Release by the recipient of the information under the confiden-
tiality exceptions identified in E.l.c. is authorized without
consent or notice to an-, beneficiary or sponsor, to any person,
organization, government agency, provider, or other entity.

d. Dental insurance policy, prepayment, or dental service plan
contract. The Director, OCHAMPUS, or designee, shall develop a standard
insurance policy, prepayment agreement, or dental service plan contract
designating OCHAMPUS as the policyholder or purchaser. The policy shall be
in the form customarily employed by the dental plan insurer, subject to its
compliance with federal law and the provisions of this Regulation.

e. Dental benefits brochure

(1) Content. The Director, OCHAMPUS, or designee shall
establish a dental benefits brochure explaining the benefits of the plan in
common lay terminology. The brochure shall include the limitations and
exclusions and other benefit determination rules for administering the
benefits in accordance with the law and this part. The brochure shall
include the rules for adjudication and payment of claims, appealable issues,
and appeal procedures in sufficient detail to serve as a common basis for
interpretation and understanding of the rules by providers, beneficiaries,
claims examiners, correspondence specialists, employees and representatives
of other government bodies, health benefits advisors, and other interested
parties. Any conflict which may occur between the dental benefits brochure
and law or regulation shall be resolved in favor of law and regulation.

(2) Distribution. The dental benefits brochure shall be
printed and distributed with the assistance of the Uniformed Services health
benefits advisors, major personnel centers at Uniformed Services
installations, and authorized providers of care to all active duty members
enrolling their dependents.

f. Utilization review and quality assurance. Claims submitted for
benefits under the Active Duty Dependents Dental Plan are subject to review
by the Director, OCHAMPUS or designee for quality of care and appropriate
utilization. The Director, OCHAMPUS or designee is responsible for appropri-
ate utilization review and quality assurance standards, norms, and criteria
consistent with the level of benefits.

g. Alternative course of treatment policy. The Director, OCHAMPUS
or designee may establish, in accordance with generally accepted dental bene-
fit practices, an alternative course of treatment policy which provides
reimbursement in instances where the dentist and beneficiary select a more
expensive service, procedure, or course of treatment than is customarily
provided. The benefit policy must meet the following conditions:

(1) The service, procedure, or course of treatment must be
consistent with sound professional standards of dental practice for the
dental condition concerned.
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(2) he service, procedure, or course of treatment must be a
generally accepted alternative for a service or procedure covered by this
plan for the dental condition.

(3) ayment for the alternative service or procedure may not
exceed the lower of the prevailing limits for the alternative procedure, the
prevailing limits or scheduled allowance for the otherwise authorized benefit
procedure for which the alternative is substituted, or the actual charge for
the alternative procedure.

2. Benefits

a. Diagnostic, preventive, and eme rgeny palliative services.
Benefits may be extended for those dental services described as oral
examination, diagnostic, emergency minor palliative, and preventive services
defined as traditional prophylaxis (i.e., scaling deposits from teeth,
polishing teeth, and topical application of fluoride to teeth) when performed
directly by dentists or dental hygienists as authorized under Section F of
this Chapter. Diagnostic and by report services are covered only when they
are necessary to covered preventive and restorative procedures. These
services are defined (subject to the dental plan's exclusions, limitations,
and benefit determination rules approved by OCHAMPUS) using the American
Dental Association, The Council on Dental Care Programs' Code On Dental
Procedures and Nomenclature as follows:

(1) Diagnostic

(a) Clinical oral examinations including initial (00110),
periodic (00120), and emergency (00130).

(b) Radiographs appropriate to the diagnosis and
prevention of dental disease, where such services are not directly related to
noncovered major procedures. Subject to the dental plan's exclusions and
limitations approved by OCHAMPUS, these procedures are included within the
range of 00210 to 00340. Procedures 00290 (posterior-anterior or lateral.
skull and facial bone survey film), 00315 (sialography), 00320
(temporomandibular joint arthrogram), 00321 (other temporomandibular joint
films), and 00340 (cephalo- metric film) are excluded.

(c) Tests and laboratory examinations appropriate to the
diagnosis and prevention of dental disease, where such services are not
directly related to non-covered major procedures. These procedures are
included within the range of 00410 to 00999, subject to the dental plan's
exclusions and limitations as adopted by OCHAMPUS. Procedures 00415 (bacter-
iologic studies to determine pathologic agents), 00470 (diagnostic casts),
00471 (diagnostic photographs), 00501 (histopathologic examinations), 00502
(other oral pathology procedures), and 00999 (unspecified diagnostic prnced-
ures) are excluded.

(2) Preventive

(a) Dental prophylaxis, including adult (01110) and child
(01120).
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(b) Topical fluoride treatment, including prophylaxis for
a child (01201) and an adult (01205), and (where the Director, OCHAEPUS or
designee determines to be appropriate, without prophylaxis for a child
(01203) and an adult (01204).

(c) pace maintenance with passive appliances for those
procedures included within the range of 01510 and 01550.

(3) Emergency palliative. Minor palliative procedure for
immediate and temporary relief of pain and suffering (09110).

b. Restorative. Benefits may be extended for basic restorative
services of amalgam, composite restorations, and stainless steel crowns for
primary teeth when performed directly by dentists or dental hygienists, or
under orders and supervision by dentists, as authorized under section F. of
this Chapter. These services are defined (subject to the dental. plan's
exclusions, limitations, and benefit determination rules as adopted by
OCHAMPUS) using the American Dental Association, Council on Dental Care
Programs' Code On Dental Procedures and Nomenclature as follows:

(1) Amalgam restorations, including polishing of one to four
or more surfaces for primary and permanent teeth and included within the
range of 02110 and 02161.

(2) Silicate restorations (02210).

(3) Resin restorations (subject to accepted dental practice)
of one to four surfaces and included within the ý.-ge of 02330 and 02387.

(4) Stainless steel crown for primary tooth (02930).

(5) Pin retention (02951).

c. Dental appliance repairs. Benefits may be extended for repairs
to completely removable dentures when performed directly by dentists, or
under orders and supervision by dentists as authorized, under section F. of
this Chapter; subject to the dental plan's exclusions and limitations as
adopted by OCHAMPUS. These procedures are included within the range of 05510
and 05660.

d. Services "By Report." The following procedures are authorized
when performed directly by dentists or dental hygienists only in unusual
circumstances requiring justification of exceptional conditions directly
related to otherwise authorized procedures. They are generally reserved for
use where mental or physical impairments prevent the rendering of otherwise
authorized procedures of this dental plan without one or more of these addi-
tional services. Use of the procedures may not result in the fragm(ntatien
of services normally included in a single procedure. These service',; are
defined (subject to the dental plan's exclusions, limitations, and oenefit
determination rules as adopted by OCHAMPUS) using the American Dental
Association, Council on Dental Care Programs' Code On Dental Procedures and
Nomenclature as follows:
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(1) Consultation (09310).

(2) House call (09440)

(3) Hospital call (09420).

(4) Office visit (after hours--09440).

(5) Drug injection (09610).

(6) Other prescription drugs (09630).

e. Exclusion of adjunctive dental care. Under limited circumstan-
ces, benefits are available for dental services and supplies under CHAMPUS
when the dental care is medically necessary in the treatment of an otherwise
covered medical (not dental) condition, is an integral part of the treatment
of such medical condition, and is essential to the control of the primary
medical condition; or is required in preparation for or as the result of
dental trauma which may be or is caused by medically necessary treatment of
an injury or disease (iatrogenic). These benefits are excluded under the
Active Duty Dependents Dental Plan. For further information on adjunctive
dental care benefits under CHAMPUS, see Chapter 4 E.10. a. and b. of this
part.

f. Exclusion of benefit services performed in military dental care
facilities. Except for emergency treatment and services incidental to non-
covered services, dependents enrolled in the Active Duty Dependents Dental
Plan may not obtain those services which are be:iefits of the Plan in military
dental care facilities. Enrolled dependents may continue to obtain non-
covered services from military dental care facilities subject to the provi-
sions for space available care.

g. Benefit limitations and exclusions. The Director, OCHAMPUS or
designee may establish such exclusions and limitations as are consistent with
those established by dental insurance and prepayment plans to control util-
ization and quality of care for the services and items covered by this dental
plan.

3. Beneficiary or sponsor liability

a. Diagnostic, preventive, and emergency palliative services.
Enrolled dependents of active duty members or their sponsors are responsible
for the payment of only amounts for services rendered by nonparticipating
providers of care which exceed the equivalent of the statewide or regional
prevailing fee levels as established by the insurer. Where the dental plan
is unable to identify a participating provider of care within 35 miles of the
dependent's place of residence with appointment availability within 21 calen-
dar days, the dental plan will reimburse the dependent, or sponsor, or the
nonparticipating provider selected by the dependent within 35 miles of the
dependent's place of residence at the level of the provider's usual fees.
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b. Restorative services. Enrolled dependents of active duty
members or their sponsors are responsible for payment of 20 percent of the
amounts determiL..1 by the insurer for services rendered Ly participating
providers of care or 20 percent of th,!se amounts plus any remainder of the
charges made by nonparticipating providers of care. Where the dental plan is
unable to identify a participating provider of care within 35 miles of the
dependent's place of residence with appointment availability within 21
calendar days, dependents or their sponsors are responsible for payment of 20
percent of the charges made by nonparticipating providers located within 35
miles of the dependent's place of residence.

c. Dental appliance repairs. Enrolled dependents of active duty
members are responsible for payment of the cost sharing amounts as provided
in subparagraph E.3.b. immediately above.

d. Services "by report." Enrolled dependents of active duty
members or their sponsors are responsible for payment of these services in
accordance with their relationship to the otherwise authorized benefit
procedures. For example, home visit charges which occur primarily for the
purpose of rendering restorative services require payment of the 20 percent,
while a home visit for purposes of dental prophylaxis do not require payment
of the 20 percent. Payment of any remaining amount in excess of the
prevailing charge limits established by the insurer would be required for
services rendered by nonparticipating providers in eiLher of the examples
given, subject to the exceptions for dependent lack of access to
participating providers as provid- ed in a. and 1). of this section. The
contracting dental insurer may recog- nize a "by report" condition by
providing an additional allowance to the primary covered procedure instead of
recognizing or permitting a distinct billing for the "by report" service.

e. Amounts over the dental insurer's established allowances for
charges. It is the responsibility of the dental plan insurer to determine
allowable charges for the procedures identified as benefits of this plan.
All benefits of the plan are based on the insurer's determination of the
allcwable charges, smbject to the exceptions for lack of access to partici-
pating providers as provided in subparagraphs E.3.a. and b. abuse.

F. AUTHORIZED PROVIDERS

1. General. This section sets forth general policies and procedures
that are the basis for the Active Duty Dependents Dental Plan cost sharing of
dental services and supplies provided by or under the direct supervision or
prescription by dentists, and by dental hygienists, within the scope of their
licensure.

a. Listing ofrprovider does not guarantee payment of benefits.
The fact that a type of provider is listed in this section is not to be
construed to mean that the Active Duty Dependents Dental Plan will pay
automatically a claim for services or supplies provided by such a provider.
The Director, OCHAMPUS or designee also must determine if the patient is an
eligible beneficiary, whether the services or supplies billed are authorized
and medically
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necessary, and whether any of the authorized exclusions of otherwise quali-
fied providers presented in this section apply.

b. Conflict of interec-t ... Se Chapter 9, D.2.d. of this
Regulation.

c. Fraudulent practices or prcedures. See Chapter 9, C. of this
Regulation.

d. Utilization review and qu!ality assuranc e. Services and
supplies furnished by providers of care shall be subject to utilization
review and quality assurance standards, norms, and c:riteria established by
the dental plan. Utilization review and quality assurance assessments shall
be performed by the dental plan consistent with the nature and level of
benefits of the plan, and shall include analysis of the data and findings by
the dental plan insurer from other dental accounts.

e. Provider reguired. In order to be considered henefit-, all
services and supplies shall be rendered by, ptescrtibed by, or, futnished at
the direction of, or on the order of an Active Duty Dependents Dental Plan
authorized provider practicing within the scope of his or her license.

f. Particip~atingprovi~der. An authorized provider may elect to
participate and accept the fee or charge determinations as established and
made known to the provider by the dental plan insurer. The fee or charge
determinations are binding upon the provider in accordance with the dental
plan insurer's procedures for participation. The authorized provider may not
participate on a claim-by-claim basis. The participating provider must agree
to accept within one day of a request for appointment, beneficiaries in need
of emergency palliative treatment. Payment to the participating provider is
based on the lower of the actual charge or the insurer's determination of the
allowable charge. Payment is made directly to the participating provider,
and the participating provider may charge the beneficiary only for the 20
percent cost share of the allowable charge for authorized restorative ser-
vices in addition to the charges for any services not authorized as benefits.

g. Nonparticipating provider. An authorized provider may elect
for all beneficiaries not to participate ani request the benpfr-aty or
sponsor to pay any amount of the provider's billed charge in excess (if the
dental plan insurer's determination of allowable charges. Neither the
government nor the dental plan insurer shall have any responsibility for any
amounts over the allowable charges as determined by the dental plan insurer,
except where the dental plan insurer is unable to identify a participating
provider of care within 35 miles of the dependent's place of residence with
appointment availability within 21 calendar days. In such instances of the
nonavailability of a participating provider, the nonparticipating provider
located within 35 miles of the dependent's place of residenc:' zhall be paid
his or her usual fees, less the 20 percent cost share for re storative
services and related services by report.

(1) AssiKnment. A nonparticipating provider may ao ept
assignment uf claims for beneficiaries certifying their willingness to make
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such assignment by filing the claims completed with the assistance of the
beneficiary or sponsor for direct payment by the dental plan insurer to the
pro- ider.

(2) Nona';signmirent. A nonparticipating provider for all
beneficiaries may request the beneficiary or sponsor to file the Llaim
directly with the dental plan insurer, making arrangements with the
beneficiary or sponsor for direct payment by the beneficiary or sponsor.

2. Dentists. Subject to standards of participation provisions of this
part, the following are authorized providers of care:

a. Doctors of Dental Surgery (F.D.-.) having a degree from an
accredited school of dentistry, licensed i-) ractice dentistry by a state
board of dental examiners, and practicing ,_zhin the scope of their licenses,
whether in individual, group, or clinic practice settings.

b. Doctors of Dental Medicine (D.M.D.) having a degree from an
accredited school of dentistry, licensed to practice dentistry by a state
board of dental examiners, and practicing within the scope of their licenses,
whether in individual, group, or clinic practice settings.

3. Dental hygienists. Subject to state licensure laws and standards of
participation provisions of this part, dental hygienists having either an
associate degree, certificate, or baccalaureate degree from an accredited
school of dental hygiene, licensed to practice dental hygiene by a state
board, and prarticing within the scope of their licenses, whether in
individual, group, or clinic practice settings.

NOTE: Dental hygienists may independently bill and receive payment

only in a few states where state licensure laws authorize them
as independent providers of care. In nearly all states at the
present time, the dental hygienist performs services under the
supervision of a dentist and the Dependents Dental Plan will
pay for such services in these states only when supervised and
billed by a dentist.

4. Alternative delivery systems

a. General. Alternative delivery systems may be established by
the Director, OCHAMPUS or designee as authorized providers. Only dentists
and dental hygienists shall be authorized to provide or direct the provision
of authorized services and supplies in an approved alternative delivery
system.

b. Defined. An alternative delivery system may be any approved
arrangement for a preferred prokridpr organization. capitation plan, dental
health maintenance or clinic organizatinn, or other contracted arrangement
which is approvpu 11 OCHAPUS in a' orlanre with requirements and Vuidelines.
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c. Elective or exclusive arrangement. Alternative delivery
systems may be established by contract or other arrangement on either an
elective or exclusive basis for beneficiary selection of participating and
authorized providers in accordance with contractual requirements and
guidelines.

d. Provider election of 2participation. Otherwise authorized
providers must be provided with the opportunity of applying for participation
in an alternative delivery system and of achieving participation status based
on reasonable criteria for timeliness of application, quality of care, cost
containment, geographic location, patient availability, and acceptance of
reimbursement allowances.

e. Limitation on authorized providers. Where exclusive
alternative delivery systems are established, only providers participating in
the alternative delivery system are authorized providers of care. In such
instances, the dental plan shall continue to pay beneficiary claims for
services rendered by otherwise authorized providers in accordance with
established rules for reimbursement of nonparticipating providers where the
beneficiary has established a patient relationship with the nonparticipating
provider prior to the dental plan's proposal to subcontract with the
alternative delivery system.

f. Charge agreements. Where the alternative delivery system
employs a discounted fee-for-service reimbursement methodology or schedule of
charges or rates which includes all or most dental services and procedures
recognized by the American Dental Association, Council on Dental Care
Programs "Code on Dental Procedures and Nomenclature," the discounts or
schedule of charges or rates for all dental services and procedures shall be
extended by its participating providers to beneficiaries of the Active Duty
Dependents Dental Plan as an incentive for beneficiary participation in the
alternative delivery system.

5. Billing practices. The Director, OCHAMPUS, or designee, approves
the dental plan's procedures governing the itemization and completion of
claims for services rendered by authorized providers to enrolled
beneficiaries of the Active Duty Dependents Dental Plan consistent with the
insurer's existing procedures for completion and submittal of dental claims
for its other dental plans and accounts.

6. Reimbursement of authorized providers. The Director, OCHAMPUS or
designee, approves the dental plan methodology for reimbursement of services
rendered by authorized providers consistent with law, regulation, and con-
tract provisions, and the benetits of the Active Duty Dependents Dental
Plan. The following general requirements for the methodology shall be met,
subject to modifications and exceptions approved by the Director, OCHAMPUS or
a designee.

a. Nonparticipating providers (or the dependents nr sponsor, for
unassigned claims) shall be reimbursed at the equivalent of not less than the
50th percentile of prevailing charges made for similar services in the same
locality (region) or state, or the provider's actual charge, whichever is
lower; less any cost share amount due for restorative services, except where
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the dental plan insurer is unable to identify a participating provider of
care within 35 miles of the dependent's place of residence with appointment
availability within 21 calendar days. In such instances of the nonavailabJl-
ity of a participating provider, the nonparticipating provider located within
35 miles of the dependent's place of residence shall be paid his or her usual
fees, less the 20 percent cost share for restorative services and related
services by report.

b. Participating providers shall be reimbursed at the 0quivalent
of a percentile of prevailing charges sufficiently above the 50th percentile
of prevailing charges made for similar services in the same locality (region)
or state as to constitute a significant financial incentive for
participation, or the provider's actual charge, whichever is lower; less any
cost share amount due for restorative services.

G. BENEFIU PAYMENT

1. General. Active Duty Dependent Dental Plan benefit payments are
made either directly to the provider or to the beneficiary or sponsor,
depending on the manner in which the claim is submitted or the terms of the
subcontract of an alternative delivery system with the dental plan insurer.

2. Benefit payments made to__aparticipiatjgprovider. When the author-
ized provider has elected to participate in accordance with the arrangement
and procedures established by the dental plan insurer, payment is made based
on the lower of the actual charge or the insurer's determination of the
allowable charge. Payment. is made directly to the participating provider as
payment in full, less the 20 percent cost share of the allowable charge for
any of the restorative services authorized as benefits. The beneficiary or
sponsor is responsible only for any required cost-sharing.

3. Benefit payments made to anonparticipatinS_ rNider. When the
authorized provider has elected not to participate in accordance with the
arrangement and procedures established by the dental plan, payment is made by
the insurer based on the lower of the actual charge or the insurer's deter-
mination of the allowable charge. The beneficiary is responsible for payment
of the 20 percent cost-share of the allowable charge for any restorative ser-
vices authorized as benefits, and any amount of the charge for all services
above the allowable charge. Where the dental plan is unable to identify a
participating provider of care within 35 miles of the dependent's place of
residence with appointment availability within 21 calendar days, dependents
or their sponsors are responsible for payment of 20 percent of the charges
made by nonparticiprting providers located within 35 miles of the dependent's
place of residence.

a. Assigned claims are claims sulim.itteid directly by the
nonparticipating provider and are paid dir&,,tvy to the provider.

b. Nonassigned claims ar- .1aims 'submitted bv the henef iýiatv,

provider, or sponsor and ,e paid ,di y _ ttlv . laimarit
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4. Dental Explanation of Benefits (DEOB). An explanation of benefits
is sent to the beneficiary or sponsor and provides the following information:

a. Name and address of the beneficiary.

b. ocial Security Account Number (SSAN) of the sponsor.

c. Name and address of the provider.

d. Services or supplies covered by the claim for which the DEOB
applies.

e. Dates the services or supplies were provided.

f. Amount billed; allowable charge; and amount of payment.

g. To whom payment, if any, was made.

h. Reasons for any denial.

i. Recourse available to beneficiary for review of claim decision
(refer to section H. of this Chapter).

5. Fraud

a. Federal laws. 18 U.S.C. 287 and 1001 provide for criminal
penalties for submitting knowingly or making any false, fictitious, or
fradulent statement or claim in any matter within the jurisdiction of any
department or agency of the United States. Examples of fraud include
situations in which ineligible persons not enrolled in the Active Duty
Dependents Dental Plan obtain care and file claims for benefits under the
name and identification of an enrolled beneficiary; or when providers submit
claims for services and supplies not rendered to enrolled beneficiaries; or
whea a participating provider bills the beneficiary for amounts over the
dental plan insurer's determination of allowable charges; or fails to collect
the specified patient copayment amount.

b. Suspected fraud. Any person, including the dental plan
insurer, who becomes aware of a suspected fraud shall report the
circumstances in writing, together with copies of any available documents
pertaining thereto, to the Director, OCHAMPUS, or a designee, who shall
initiate an official investigation of the case.

H. APPEAL AND HEARING PROCEDURES

1. General. This section sets forth the policies and procedures for
appealing decisions made by the dental plan adversely affecting the rights
and liabilities of beneficiaries, participating jroviders, and prcviders
denied the status of authorized provider under the Active Puty Dependents
Dental Plan. An appeal under the Active Duty Dependents Dental Plan is an
administratie review of program determinations made under the provisions of
law and regulation. An appeal cannot challenge the propriety, equity, or
legality of any provision of law and regulation.
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a. Initial determination

(1) Notice of initial determination and right to appeal

(a) The dental plan contractor shall mail notices of ini-
tial determinations to the Active Duty Dependents Dental Plan beneficiary at
the last known address. For beneficiaries who are under 18 years of age or
who are incompetent, a notice issued to the parent or guardian constitutes
notice to the beneficiary.

(b) The dental plan contractor shall notify providers of
an initial determination on a claim only if the providers participated in the
claim or accepted assignment.

(c) Notice of an initial determination on a claim by the
dental plan contractor shall be made in. the contractor's explanation of bene-
fits (beneficiary) or with the summary of payment (provider).

(d) Each notice of an initial determination on a request
for benefit authorization, a request by a provider for approval as an author-
ized provider, or a decision to disqualify or exclude a provider as an auth-
orized provider under the Active Duty Dependents Dental Plan shall state the
reason for the determination and the underlying facts supporting the
determination.

(e) In any case when the initial determination is adverse
to the beneficiary or participating provider or to the provider seeking
approval as an authorized provider, the notice shall include a statement of
the beneficiary's or provider's right to appeal the determination. The
procedure for filing the appeal also shall be explained.

(2) Effect of initial determination. The initial
determination is final, unless appealed in accordance with this section or
unless the initial determination is reopened by OCHAMPUS or the dental plan
contractor.

b. Participation in an appeal. Participation in an appeal is
limited to any party to the initial determination, including OCHAMPUS, the
dental plan contractor, and authorized representatives of the parties. Any
party to the initial determination, except OCHAMPUS and the dental plan
contractor, may appeal an adverse determination. The appealing party is the
party who actually files the appeal.

(1). Parties to the initial determination. For purposes of
these appeal and hearing procedures, the following are not parties to an
initial determination and are not entitled to administrative review under
this section.

(a) A provider disqualified or excluded as an authorized
provider under the Active Duty Dependents Dental Plan based on a determina-
tion under another Federal or federally funded program is not a party to the
OCHAMPUS action and may not appeal under this section.
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(b) A sponsor or parent of a beneficiary under 18 years
of age or guardian of an incompetent beneficiary is not a party to the
initial determination and may not serve as the appealing party, although such
persons may represent the appealing party in an appeal.

(c) A third party other than the dental plan contractor,
such as an insurance company, is not a party to the initial determination and
is not entitled to appeal, even though it may have an indirect interest in
the initial determination.

(d) A nonparticipating provider is not a party to the
initial determination and may not appeal.

(2) Representative. Any party to the initial determination
may appoint a representative to act on behalf of the patty in connection with
an appeal. Generally, the parent of a minor beneficiary and the legally ap-
pointed guardian of an incompetent beneficiary shall be presumed to have been
appointed representative without specific designation by the beneficiary.

(a) The representative shall have the same authority as
the party to the appeal, and notice given to the representative shall
constitute notice required to be given to the party under this part.

(b) To avoid possible conflicts of interest, an officer
or employee of the United States, such as an employee or member of a
Uniformed Service, including an employee or staff member of a Uniformed
Service legal office, or a CHAMPUS advisor, subject to the exceptions in 18
U.S.C. 205, is not eligible to serve as a representative. An exception
usually is made for an employee or member of a Uniformed Service who
represents an immediate family member. In addition, the Director, OCHAMPUS,
or designee, may appoint an officer or employee of the United States as the
OCHAMPUS representative at a hearing.

c. Burden of proof. The burden of proof is on the appealing party
to establish affirmatively by substantial evidence the appealing party's
entitlement under law and this Regulation to the authorization of the Active
Duty Dependents Dental Plan benefits or approval as an authorized provider.
Any cost or fee associated with the production or submission of information
in support of an appeal may not be paid by OCHAMPUS.

d. Late filing. If a request for reconsideration, formal review,
or hearing is filed after the time permitted in this section, written notice
shall be issued denying the request. Late filing may be permitted only if
the appealing party reasonably can demonstrate to the satisfaction of the
dental plan contractor, or the Director, OCHAMPUS, or designee, that timely
filing of the request was not feasible due to extraordinary circumstances
over which the appealing party had no practical control. Each request for an
exception to the filing requirement will be considered on its own merits.

e. Appealable issue. An appealable issue is required in order for
an adverse determination to be appealed under the provisions of this
section. Examples of issues that are not appealable under this section
include:
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(1) A dispute regarding a requirement of the law or
regulation.

(2) The amount of the dental plan contractor-determined allow-
able charge since the methodology constitutes a limitation on benefits under
the provisions of this part.

(3) Certain other issues on the basis that the authority for
the initial determination is not vested in OCHAMPUS. Such issues include but
are not limited to the following examples:

(a) Determination of a person's eligibility as an
enrolled beneficiary in the Active Duty Dependents Dental Plan is the
responsibility of the appropriate Uniformed Service. Although OCHAMPUS andi
the dental plan contractor must make determinations concerning a
beneficiary's enrollment, ultimate responsibility for resolving a
beneficiary's eligibility and enroll- ment rests with the Uniformed
Services. Accordingly, a disputed question of fact concerning a
beneficiary's enrollment or eligibility will not be consid- ered an
appealable issue under the provisions of this section, but shall be resolved
in accordance with Section C of this Chapter.

(b) The decision to disqualify or exclude a provider be-
cause of a determination against that provider under another Federal or
federally funded program is not an initial determination that is appealable
under this section. The provider is limited to exhausting administrative
appeal rights offered under the Federal or federally funded program that made
the initial determination. However, a determination to disqualify or exclude
a provider because of abuse or fraudulent practices or procedures under the
Active Duty Dependents Dental Plan is an initial determination that is
appealable under this section.

f. Amount in dispute. An amount in dispute is required for an
adverse determination to be appealed under the provisions of this section,
except as set forth in the following.

(1) The amount in dispute is calculated as the amount of money
the dental plan contractor would pay if the services and supplies involved in
dispute were determined to be authorized benefits of the Active Duty Depen-
dents Dental Plan. Examples of amounts of money that are excluded by this
section from payments for authorized benefits include, but are not limited
to:

(a) Amounts in excess of the dental plan contractor-
determined allowable charge.

(b) The beneficiarv's cost-share amounts for restorative
services.

(c) Amounts that the beneficiary, or parent, guardian, or
other responsible person has no legal obligation to pay.
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(2) There is no requirement for an amount in dispute when the
appealable issue involves a denial of a provider's request for approval as an
authorized provider or the determination to disqualify or exclude a provider
as an authorized provider.

(3) Individual claims may be combined to meet the required
amount in dispute if all of the following exist:

(a) The claims involve the same beneficiary.

(b) The claims involve the same issue.

(c) At least one of the claims so combined has had a
reconsideration decision issued by the dental plan contractor.

NOTE: A request for administrative review under this appeal process
which involves a dispute regarding a requirement of law or
regulation (paragraph l.e.(l) of this section) or does not
involve a sufficient amount in dispute (paragraph l.f. of this
section) may not be rejected at the reconsideration level of
appeal. However, an appeal shall involve an appealable issue
and sufficient amount in dispute under these subsections to be
granted a formal review or hearing.

g. Levels of appeal. The sequence and procedures of an Active
Duty Dependents Dental Plan appeal are contained in the following.

(1) Reconsideration by the dental plan contractor.

(2) Formal review by OCHAMPUS.

(3) Hearing.

2. Reconsideration. Any party to the initial determination made by the
dental plan contractor may request a reconsideration.

a. Requesting a reconsideration

(1) Written reuýuest required. The request must be in writing,
shall state the specific matter in dispute, and shall include a copy of the
notice of initial determination made by the dental plan contractor, such as
the explanation of benefits.

(2) Where to file. The request shall be submitted to the
dental plan contractor's office as designated in the notice of initial
determination.

(3) Allowed time to file. The request must be mailed within
90 days after the date of the notice of initial determination.
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(4) Official filing date. A request for a reconsideration
shall be deemed filed on the date it is mailed and postmarked. If the
request does not have a postmark, it shall be deemed filed on the date
received by the dental plan contracto:.

b. The reconsideration process. The purpose of the
reconsideration is to determine whether the initial determination was made in
accordance with law, regulation, policies, and guidelines in effect at the
time the care was provided or requested or at the time the provider requested
approval as an authorized provider. The reconsideration is performed by a
member of the dental plan contractor's staff who was not involved in making
the initial determination and is a thorough and independent review of the
case. The reconsideration is based on the information submitted that led to
the initial determination, plus any additional information that the appealing
party may submit or the dental plan contractor may obtain.

c. Timeliness of reconsideration determination. The dental plan
contractor normally shall issue its reconsideration determination no later
than 60 days from the date of its receipt of the request for reconsideration.

d. Notice of reconsideration determination. The dental plan con-
tractor shall issue a written notice of the reconsideration determination to
the appealing party at his or her last known address. The notice of the
reconsideration determination must contain the following elements:

(1) A statement of the issue or issues under appeal.

(Z) The provisions of law, regulation, policies, and
guidelines that apply to the issue or issues under appeal.

(3) A discussion of the original and additional information
that is relevant to the issue or issues under appeal.

(4) Whether the reconsideration upholds the initial determina-
tion or reverses it, in whole or in part, and the rationale for the action.

(5) A statement of the right to appeal further in any case
when the reconsideration determination is less than fully favorable tc tlh
appealing party and the amount in dispute is $50 or more.

e. Effect of reconsideration determination. The reconsideration
determination is final if either of the following exist:

(1) The amount in dispute is less than $50.

(2) Appeal rights have been offered, but a request for formal
review is not received by OCHAMPUS within 60 days of the date of the notice
of the reconsideration determination.

3. Formal review. Any party to the initial determination may request a
formal review by OCHAMPUS if the party is dissatisfied with the reconsidera-
tion determination and the reconsideration determination is not final under
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the provisions of paragraph 2.e. of this section. Any party to the initial
determination made by OCHAMPUS may request a formal review by OCHAMPUS if the
party is dissatisfied with the initial determination.

a. Requestinga formal review

(1) Written request required. The request must be in writing,
shall state the specific matter in dispute, shall include copies of the writ-
ten determination (notice of reconsideration determination) being appealed,
and shall include any additional information or documents not submitted
previously.

(2) Where to file. The request shall be submitted to the
Chief, Appeals and Hearings, OCHAMPUS, Aurora, Colorado 80045-6900.

(3) Allowed time to filE. The request shall be mailed within
60 days after the date of the notice of the reconsideration determination
being appealed.

(4) Official filing date. A request for a formal review shall
be deemed filed an the date it is mailed and postmarked. If the request.does
not have a postmark, it shall be deemed filed on the date received by
OCHAMPUS.

b. The formal review process. The purpose of the formal review is
to determine whether the initial determination or reconsideration determina-
tion was made in accordance with law, regulation, policies, and guidelines in
effect at the time the care was provided or requested, at the time the pro-
vioer requested approval as an authorized provider, or at the time of the
action by OCHAMPUS to disqualify or exclude a provider. The formal review is
performed by the Chief, Appeals and Hearings, OCHAMPUS, or a designee, and is
a thorough review of the case. The formal review determination shall be
based on the information upon which the initial determination or reconsidera-
tion determination was based and any additional information the appealing
party or the dental plan contractor may submit or OCHAMPUS may obtain.

C. Timeliness of formal review determination. The Chief, Appeals
and Hearings, OCHAMPUS, or a designee, normally shall issue the formal review
determination no later than 90 days from the date of receipt of the request
for formal review by the OCHAMPUS.

d. Notice of formal review determination. The Chief, Appeals and
Hearings, OCHAMPUS, or a designee, shall issue a written notice of the formal
review determination to the appealing party at his or her last known address.
The notice of the formal review determination must contain the following
elements:

(1) A statement of the issue or issues under appeal.

(2) The provisions of law, regulation. polici_,ý, od
guidelines that apply to the issue or issues under appeal.
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(3) A discussion of the original and additional information
that is relevant to the issue or issues under appeal.

(4) Whether the formal review upholds the prior determination
or determinations or reverses the prior determination or determinations in
whole or in part and the rationale for the action.

(5) A statement of the right to request a hearing in any case
when the formal review determination is less than fully favorable, the issue
ig appealable, and the amount in dispute is $300 or more.

e. Effect of formal review determination. The formal review
determination is final if one or more of the following exist:

(1) The issue is not appealable. (See paragraph i.e. of this
section.)

(2) The amount in dispute is less than $300. (See paragraph
l.f. of this section.)

(3) Appeal rights have been offered, but a request for hearing
is not received by OCHAMPUS within 60 days of the date of the notice of the
formal review determination.

4. Hearing. Any party to the initial determination may request a hear-
ing if the party is dissatisfied with the formal review determination and the
formal review determination is not final under the provisions of paragraph
3.e. of this section.

a. Requesting a hearing

(1) Written request required. The request shall be in
writing, state the specific matter in dispute, include a copy of the formal
review determination, and include any additional information or documents not
sub- mitted previously.

(2) Where to file. The request shall be submitted to the
Chief, Appeals and Hearings, OCHAMPUS, Aurora, Colorado 80045-6900.

(3) Allowed time to file. The request shall be mailed within
60 days after the date of the notice of the formal review determination being
appealed.

(4) Official filing date. A request for hearing shall be
deemed filed on the date it is mailed and postmarked. If a request for
hearing does not have a postmark, it shall be deemed filed on the date
received by OCHAMPUS.

b. The hearing process. The hearing shall be conducted as a
nonadversary, administrative proceeding to determine the facts of the case
and to allow the appealing party the opportunity personally to present the
case before an impartial hearing officer. The hearing is a forum in which
facts
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relevant to the case are presented and evaluated in relation to applicable
law, regulation, policies, and guidelines in effect at the time the care was
provided or requested, or at the time the provider requested approval as an
authorized provider.

c. Timeliness of hearing

(1) Except as otherwise provided in this section, within 60
days following receipt of a request for hearing, the Director, OCHAMPUS, or a
designee, normally will appoint a hearing officer to hear the appeal. Copies
of all records in the possession of OCHAMPUS that are pertinent to the matter
to be heard or that formed the basis of the formal review determination shall
be provided to the hearing officer and, upon request, to the appealing party.

(2) The hearing officer, except as otherwise provided in this
section, normally shall have 60 days from the date of written notice of
assignment to review the file, schedule and hold the hearing, and issue a
recommended dec.,sion to the Director, OCHAMPUS, or designee.

(3) The Director, OCHAMPUS, or designee, may delay the case
assignment to the hearing officer if additional information is needed that
cannot be obtained and included in the record within the time period speci-
fied above. The appealing party will be notified in writing of the delay
resulting from the request for additional information. The Director,
OCHAMPUS, or a designee, in such circumstances, will assign the case to a
hearing officer within 30 days of receipt of all such additional information
or within 60 days of receipt of the request for hearing, whichever shall
occur last.

(4) The hearing officer may delay submitting the recommended
decision if, at the close of the hearing, any party to the hearing requests
that the record remain open for submission of additional information. In
such circumstances, the hearing officer will have 30 days following receipt
of all such additional informa- tion including comments from the other
parties to the hearing concerning the addi- tional information to submit the
recommended decision to the Director, OCHAMPUS, or a designee.

d. Representation at a hearing. Any party to the hearing may
appoint a representative to act on behalf of the party at the hearing, unless
such person currently is disqualified or suspended from acting in another
Federal administrative proceeding, or unless otherwise prohibited by law,
this part, or any other DoD regulation (see paragraph 1 of this section). A
hearing officer may refuse to allow any person to represent a party at the
hearing when such person engages in unethical, disruptive, or contemptuous
conduct, or intentionally fails to comply with proper instructions or re-
quests of the hearing officer or the provisions of this part. The repre-
sentative shall have the same authority as the appealing party, and notic-
given to the representative shall conztitute notice required to ti- giv-n t(,
the appealing party.
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e. Consolidation of proceedings. The Director, OCHAMPUS, or a
designee, may consolidate any number of proceedings for hearing when the
facts and circumstances are similar and no substantial right of an appealing
party will be prejudiced.

f. Authority of the hearing officer. The hearing officer, in
exercising the authority to conduct a hearing under this part, will be bound
by 10 U.S.C., Chapter 55 and this part. The hearing officer in addressing
substantive, appealable issues shall be bound by the dental benefits
brochure, policies, procedures, and other guidelines issued by the ASD(HA),
or a designee, or by the Director, OCHAMPUS, or a designee, in effect for the
period in which the matter in dispute arose. A hearing officer may not
establish or amend the dental benefits brochure, policy, procedures,
instructions, or guidelines. However, the hearing officer may recommend
reconsideration of the policy, procedures, instructions or guidelines by the
ASD(HA), or a -esignee, when the final decision is issued in the case.

g. Disqualification of hearing officer. A hearing officer volun-
tarily shall disqualify himself or herself and withdraw from any proceeding
in which the hearing officer cannot give fair or impartial hearing, or in
which there is a conflict of interest. A party to the hearing may request
the disqualification of a hearing officer by filing a statement detailing the
reasons the party believes that a fair and impartial hearing cannot be given
or that a conflict of interest exists. Such request immediately shall be
sent by the appealing party or the hearing officer to the Director, OCHAMPUS,
or a designee, who shall investigate the allegations and advise the complain-
ing party of the decision in writing. A copy of such decision also shall be
mailed to all other parties to the hearing. If the Director, OCHAMPUS, or a
designee, reassigns the case to another hearing officer, no investigation
shall be required.

h. Notice and scheduling of hearing. The hearing officer shall
issue by certified mail, when practicable, a written notice to the parties to
the hearing of the time and place for the hearing. Such notice shall be
mailed at least 15 days before the scheduled date of the hearing. The notice
shall contain sufficient information about the hearing procedure, including
the party's right to representation, to allow for effective preparation. The
notice also shall advise the appealing party of the right to request a copy
of the record before the hearing. Additionally, the notice shall advise the
appealing party of his or her responsibility to furnish the hearing officer,
no later than 7 days before the scheduled date of the hearing, a list of all
witnesses who will testify and a copy of all additional information to be
presented at the hearing. The time and place of the hearing shall be deter-
mined by the hearing officer, who shall select a reasonable time and location
mutually convenient to the appealing party and OCHAMPUS.

i. Dismissal of request for hearing

(1) Byapplication orf appealing party. A request for hearing
may be dismissed by the Director, OCHAMPUS, or a designee, at any time before
the mailing of the final decision, upon the application of the appealing
party. A request for dismissal must be in writing and filed with the Chief,
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appeals and Hearings, OCHAMPUS, or the hearing officer. When dismissal is
requested, the formal review determination in the case shall be deemed final,
unless the dismissal is vacated in accordance with subparagraph (5) below.

(2) By stipulation of the parties to the hearing. A request
for a hearing may be dismissed by the Director, OCHAMPUS, or a designee, at
any time before the mailing of notice of the final decision under a
stipulation agreement between the appealing party and OCHAMPUS. When
dismissal is entered under a stipulation, the formal review decision shall be
deemed final, unless the dismissal is vacated in accordance with subparagraph
(5) below.

(3) By abandonment. The Director, OCHAMPUS, or a designee,
may dismiss a request for hearing upon abandonment by the appealing party.

(a) An appealing party shall be deemed to have abandoned
a request for hearing, other than when personal appearance is waived in
accordance with paragraph 4.k.(13), below, if neither the appealing party nor
an appointed representative appears at the time and place fixed for the
hearing and if, within 10 days after the mailing of a notice by certified
mail to the appealing party by the hearing officer to show cause, such party
does not show good and sufficient cause for such failure to appear and
failure to notify the hearing officer before the time fixed for hearing that
an appearance could not be made.

(b) An appealing party shall be deemed to have abandoned
a request for hearing if, before assignment of the case to the hearing
officer, OCHAMPUS is unable to locate either the appealing party or an
appointed representative.

(c) An appealing party shall be deemed to have abandoned
a request for hearing if the appealing party fails to prosecute the appeal.
Failure to prosecute the appeal includes, but is not limited to, an appealing
party's failure to provide information reasonably requested by OCHAMPUS or
the hearing officer for consideration in the appeal.

(d) If the Director, OCHAMPUS. or a designee, dismisses
the request for hearing because of abandonment, the formal review
determination in the case shall be deemed to be final, unless the dismissal
is vacated in accordance with paragraph 4.i.(5) below.

(4) For cause. The Director, OCHAMPUS, or a designee, may
dismiss for cause a request for hearing either entirely or as to any stated
issue. If the Director, OCHAMPUS, or a designee, dismisses a hearing request
for cause, the formal review determination in the case shall be deemed to be
final, unless the dismissal is vacated in accordance with paragraph 4.i.(5)
below. A dismissal for cause may be issued under any of the following
circumstances:

(a) When the appealing party requesting the hearing is
not a proper party undcr paragraph l.b.(1), above, or does not otherwise have
a right to participate in a hearing.
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(b) When the appealing party who filed the hearing
request dies, and there is no information before the Director, OCHAMPUS, or a

designee, showing that a party to the initial determination who is not an
appealing party may be prejudiced by Ahe formal review determination.

(c) When the issue is not appealable (See paragraph i.e.

of this section.)

(d) When the amount in dispute is less than $300 (See

paragraph 1.f. of this section.)

(e) When all appealable issues have been resolved in
favor of the appealing party.

(5) Vacation of dismissal. Dismissal of a request for hearing

may be vacated by the Director, OCHAMPUS, or a designee, upon written request
of the appealing party, if the request is received within 6 months of the
date of the notice of dismissal mailed to the last known address of the party
requesting the hearing.

j. Preparation for hearing

(1) Prehearing statement of contentions. The hearing officer
may on reasonable notice, require a party to the hearing to submit a written
statement of contentions and reasons. The written statement shall be provid-
ed to all parties to the hearing before the hearing takes place.

(2) A en~cy records

(a) Hearing officer. A hearing officer may ask OCHAMPUS
to produce, for inspection, any records or relevant portions of records when
they are needed to decide the issues in any proceeding before the hearing
officer or to assist an appealing party in preparing for the proceeding.

(b) Appealing party. A request to a hearing officer by
an appealing party for disclosure or inspection of OCHAMPUS or the dental
plan contractor records shall be in writing and shall state clearly what
information and records are required.

(3) Witnesses and evidence. All parties to a hearing are

responsible for producing, at each party's expense, meaning without reim-
bursement of payment by OCHAMPUS, witnesses and other evidence in their own
behalf, and for furnishing copies of any such documentary evidence to the
hearing officer and other party or parties to the hearing. The Department of
Defense is not authorized to subpoena witnesspq or records. The hearing
officer may issue invitations and requests to individual.s to appear and
testify without cost to the Government. s(, that the full fa-tq in the, case
may be presented.

(4) Interrogatorie s and de- P it i :ns. A h-a ing ,,f f i.i may
arrange to take interrogatories and dnposit.inis. recognizing that the
Department of Defense does not have subpoena authotitv. The expenqe shall be
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assessed to the requesting party, with copies furnished to the hearing offi-
cer and other party or parties to the hearing.

k. Conduct of hearing

(1) Right to open hearing. Because of the personal nature of
the matters to be considered, hearings normally shall be closed to the
public. However, the appealing party may request an open hearing. If this
occurs, the hearing shall be open, except when protection of other legitimate
Government purposes dictates closing certain portions of the hearing.

(2) Right to examine parties to the hearing and their
witnesses. Each party to the hearing shall have the right to produce and
examine witnesses, to introduce exhibits, to question opposing witnesses on
any matter relevant to the issue even though the matter was not covered in
the direct examination, to impeach any witness regardless of which party to
the hearing first called the witness to testify, and to rebut any evidence
presented. Except for those witnesses employed by OCHAMPUS at the time of
the hearing or records in the possession of OCHAMPUS, a party to a hearing
shall be responsible, that is to say no payment or reimbursement shall be
made by CHAMPUS for the cost or fee associated with producing witnesses or
other evidence in the party's own behalf, or for furnishing copies of docu-
mentary evidence to the hearing officer and other party or parties to the
hearing.

(3) Burden of proof. The burden of proof is on the appealing
party affirmatively to establish by substantial evidence the appealing
party's entitlement under law and this Regulation to the authorization of
Active Duty Dependents Dental Plan benefits or approval as an authorized
provider. Any part of the cost or fee associated with producing or sub-
mitting in support of an appeal may not be paid by OCHAMPUS.

(4) Taking of evidence. The hearing officer shall cfntro•I the
taking of evidence in a manner best suited to ascertain the tarts and safe-
guard the rights of the parties to the hearing. Before taking evidence, the
hearing officer shall identify and state the issues in dispute on the record
and the order in which evidence will be received.

(5) Questioning and admission of ePridencp. A hearing cffi( or
may question any witness and shall admit any relevant evidence. Evidenc'e
that is irrelevant or unduly repetitious shall be excluded.

(6) Relevant evidence. Any relevant evisene shall he
admitted, unless unduly repetitious, if it is the type ci evidence on whith
responsible persons are accustomed to, rely in the c.onduc t '"L sPricu! atfai[t.
regardless of the existence of any (,Tmmuon law ot tatutorv r,1',• that might
make improper the admission of such Pviden,- (,VPI. oveelir Ion i 7 i.
criminal actions.

(7) Ac t ive -Duty 9PPj-n'!-n : ) T '3 1 FPI".n ,-Icnjo1.tPn + i I

The basis of the Active Duty Depend,-nft Denta PIlan I-tm:. it •hal ,II
presented to the hearing officer first. The app,-wal ing latIv ' h. A ! fh-1 I.-
given the opportunity to establish affirmatively -whv thii• dIot-iminat ,on 1c

held to be in error.
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(8) Testimony. Testimony shall be taken only on oath,

I affirmation, or penalty of perjury.

(9) Oral argument and )riefs. At the request of any party to
the hearing made before the (:lose of the hearing, the hearing officer shall
grant oral argument. If written argument is requested, it shall be granted,
and the parties to the hearing shall be advised as to the time and manner
within which such argument is to be tiled. The hearing officer may require
any party to the hearing to submit written memoranda pertaining to any or all
issues raised in the hearing.

(10) Continuance of hearing. A hearing officer may continue a
hearing to another time or place on his or her own motion or, upon showing of
good cause, at the request of any party. Written notice of the time and
place of the continued hearing, except as otherwise provided here, shall be
in accordance with this part. When a continuance is ordered during a hear-
ing, oral notice of the time and place of the continued hearing may be given
to each party to the hearing who is present at the hearing.

(11) Continuance for additional evidence. If the hearing
officer determines, after a hearing has begun, that additional evidence is
necessary for the proper determination of the case, the following procedures
may be invoked:

(a) Continue hearing. The hearing may be continued to a
later date in accordance with paragraph 4.k.(lO) of this section.

(b) Closed hearing. The hearing may be closed, but the
record held open in order to permit the introduction of additional evidence.
Any evidence submitted after the close of the hearing shall be made available
to all parties to the hearing, and all parties to the hearing shall have the
opportunity for comment. The hearing officer may reopen the hearing if any
portion of the additional evidence makes further hearing desirable. Notice
thereof shall be given in accordance with paragraph 4.h. of this section.

(12) Trans cript of hearing. A verbatim taped record of the
hearing shall be made and shall become a permanent part of the record. Upon
request, the appealing party shall be furnished a duplicate copy of the
tape. A typed transcript of the testimony will be made only when determined
to be necessary by OCHAMPUS. If a typed transcript is made, the appealing
party shall be furnished a copy without charge. Corrections shall be allowed
in the typed transcript by the hearing officer solely for the purpose of
conforming the transcript to the actual testimony.

(13) Waiver of right to appear and present evidence. If all
parties waive their right to appear before the hearing officer for presenting
evidence and contentions personally or by representation, it will not be
necessary for the hearing officer t., give notice of, or to conduct a formal
hearing. A waiver of the right to appear must be in writing and filed with
the hearing officer or the Chief, Api-als and Hearings, OCHAMPUS. Such
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waiver may be withdrawn by the party by written notice received by the hear-
ing officer or Chief, Appeals and Hearings, no later than 7 days before the
scheduled hearing or the mailing of notice of the final decision, whichever
occurs first. For -. irposes of this section, failure of a party to appear
personally or by representation after filing written notice of waiver, will
not be cav,ýe for finding of abandonment and the hearing officer shall make
the recommended decision on the basis of all evidence of record.

(14) Recommended decision. At the conclusion of the hearing
and after the record has been closed, the matter shall be taken under
consideration by the hearing officer. Within the time frames previously set
forth in this section, the hearing officer shall submit to the Director,
OCHAMPUS, or a designee, a written recommended decision containing a
statement of findings and a statement of reasons based on the evidence
adduced at the hearing and otherwiqe included in the hearing record.

(a) Statement of findings. A statement of findings is a
clear and concise statement of fact evidenced in the record or conclusions
that readily can be deduced from the evidence of record. Each finding must
be supported by substantial evidence that is defined as such evidence as a
reasonable mind can accept as adequate to support a conclusion.

(b) Statement of reasons. A reason is a clear and
concise statement of law, regulation. policies, or guidelines relating to the
statement of findings that provides the basis for the recommended decision.

5. Fin._ decision

a. Director, OCHAMPUS. The recommended decision shall be reviewed
by the Director, OCHAMPUS, or a designee, who shall adopt or reject the
recommended decision or refer the recommended decision for review by the
Assistant Secretary of Defense (Health Affairs). The Director, OCHAMPUS, or
designee, normally will take action with regard to the recommended decision
within 90 days of receipt of the recommended decision or receipt of the
revised recommended decision following a remand order to the Hearing Officer.

(1) Final action. If the Director, OCHAMPUS, or a designee,
concurs in the recommended decision, no further agency action is required and
the recommended decision, as adopted by the Director, OCHAMPUS, is the final
agency decision in the appeal. In the case of rejection, the Director,
OCHAMPUS, or a designee, shall state the reason for disagreement with the
recommended decision and the underlying facts supporting such disagreement.
In these circumstances, the Director, OCHAMPUS, or a designee, may have a
final decision prepared based on the record, or may remand the matter to the
Hearing Officer for appropriate action. In the latter instance, the Hearing
Officer shall take appropriate action and submit a new recommended decision
within 60 days of receipt of the remand order. The decision by the Director,
OCHAMPUS, or a desi-'ree, concerning a case arising under the procedures of
this section, shall be the final agenr.y decision and the final decision shall
be sent by certified mail to the appealing party or parties. A final agency
decision under this paragraph 5.a. will not be relied on, used, or cited as
precedent by the Department of Defense or the dental plan contractor in the
administration of the Active Duty Dependents Dental Plan.
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(2) Referral for review by ASD(HA). The Director, OCHAMPUS,
or a designee, may refer a hearing case to the Assistant Secretary of Defense
(Health Affairs) when the hearing involves the resolution of policy and
issuance of a final decision which ma', be relied on, used, or cited as
precedent in the administration of the Active Duty Dependents Dental Plan.
In such a circumstance, the Director, OCHAMPUS, or a designee, shall forward
the recommended decision, together with the recommendation of the Director,
OCHAMPUS, or a designee, regarding disposition of the hearing case.

b. ASD(HA). The ASD(HA), or a designee, after reviewing a case
arising under the procedures of this section may issue a final decision based
on the record in the hearing case or remand the case to the Director,
OCHAMPUS, or a designee, for appropriate action. A decision issued by the
ASD(HA), or a designee, shall be the final agency decision in the appeal and
a copy of the final decision shall be sent by certified mail to the appealing
party or parties. A final decision of the ASD(HA), or a designee, issued
under this paragraph 5.b. may be relied on, used, or cited as precedent in
the administration of the Active Duty Dependents Dental Plan.
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CHAPTER 14
PROVIDER REIMBURSEMENT METHODS

A. HOSPITALS

The CHAMPUS-determined allowable cost for reimbursement of a hospital
shall be determined on the basis of one of the following methodologies.

1. CHAMPUS Diagnosis Related Group(DRG)-based palymentsystem. Under
the CHAMPUS DRG-based payment system, payment for the operating costs of
inpatient hospital services furnished by hospitals subject to the system is
made on the basis of prospectively-determined rates and applied on a per
discharge basis using DRGs. Payments under this system will include a
differentiation for urban (using large urban and other urban areas) and rural
hospitals and an adjustment for area wage differences and indirect medical
education costs. Additional payments will be made for capital costs, direct
medical education costs, and outlier cases.

a. General.

(1) DRGs used. The CHAMPUS DRG-based payment system will use
the same DRGs used in the most recently available grouper for the Medicare
Prospective Payment System, except as necessary to recognize distinct
characteristics of CHAMPUS beneficiaries and as described in instructions
issued by the Director, OCHAMPUS.

(2) Assignment of discharges to DRGs.

(a) The classification of a particular discharge shall be
based on the patient's age, sex, principal diagnosis (that is, the diagnosis
established, after study, to be chiefly responsible for causing the patient's
admission to the hospital), secondary diagnoses, procedures performed and
discharge status. In addition, for neonatal cases (other than normal
newborns) the classification shall also account for birthweight, surgery and
the presence of multiple, major and other neonatal problems, and shall
incorporate annual updates to these classification features.

(b) Each discharge shall be assigned to only one DRG
regardless of the number of conditions treated or services furnished during
the patient's stay.

(3) Basis of payment.

(a) Hospital billing. Under the CHAMPUS DRG-based
payment system, hospitals are required to submit claims (including itemized
charges) in accordance with section B. of Chapter 7. The CHAMPUS fiscal
intermediary will assign the appropriate DRG to the claim based on the
information contained on the claim.

(b) Payment on a per discharge basis. Under the CHAMPUS
DRG-based payment system, hospitals are paid a predetermined amount per
discharge for inpatient hospital services furnished to CHAMPUS beneficiaries.
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(c) Claims priced as of date of admission. Except for
interim claims submitted for qualifying outlier cases, all claims reimbursed
under the CHAMPUS DRG-based payment system are to be priced as of the date of
admission, regardless of when the claim is submitted.

(d) Payment in full. The DRG-based amount paid for
inpatient hospital services is the total CHAMPUS payment for the inpatient
operating costs (as described in subparagraph A.l.a.(3)(e)) incurred in
furnishing services covered by the CHAMPUS. The full prospective payment
amount is payable for each stay during which there is at least one covered
day of care, except as provided in subparagraph A.1.c.(5)(a)la.

(e) Inpatient operating costs. The CHAMPUS DRG-based
payment system provides a payment amount for inpatient operating costs,
including:

1 Operating costs for routine services; such as
the costs of room, board, and routine nursing services;

2 Operating costs for ancillary services, such as
hospital radiology and laboratory services (other than physicians' services)
furnished to hospital inpatients;

3 Special care unit operating costs; and

4 Malpractice insurance costs related to services
furnished to inpatients.

(f) Discharges and transfers.

I Discharges. A hospital inpatient is discharged
when:

a The patient is formally released from the
hospital (releLse of the patient to another hospital as described in
subparagraph 2 of this subparagraph, or a leave of absence from the hospital,
will not be recognized as a discharge for the purpose of determining payment
under the CHAMPUS DRG-based payment system);

b The patient dies in the hospital; or

c The patient is transferred from the care of
a hospital included under the CHAMPUS DRG-based payment system to a hospital
or unit that is excluded from the prospective payment system.

2 Transfers. Except as provided under
subparagraph A.l.a.(3)(f)1, a discharge of a hospital inpatient is not
counted for purposes of the CHAMPUS DRG-based payment system when the patient
is transferred:

a From one inpatient area or unit of the
hospital to another area or unit of the same hospital;
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b From the care of a hospital included under
the CHAMPUS DRG-based payment system to the care of another hospital paid
under this system;

c From the care of a hospital included under
the CHAMPUS DRG-based payment system to the care of another hospital that is
excluded from the CHAMPUS DRG-based payment system because of participation
in a statewide cost control program which is exempt from the CHAMPUS
DRG-based payment system under subparagraph A.l.b.(l) of this chapter; or

d From the care of a hospital included under
the CHAMPUS DRG-based payment system to the care of a uniformed services
treatment facility.

3 Payment in full to the dischargingbhospital.
The hospital discharging an inpatient shall be paid in full under the CHAMPUS
DRG-based payment system.

4 Payment to a hospital transferring an inpatient
to another hospital. If a hospital subject to the CHAMPUS DRG-based payment
system transfers an inpatient to another such hospital, the transferring
hospital shall be paid a per diem rate (except that in neonatal cases, other
than normal newborns, the hospital will be paid at 125 percent of that per
diem rate), as determined under instructions issued by OCHAMPUS, for each day
of the patient's stay in that hospital, not to exceed the DRG-based payment
that would have been paid if the patient hbd been discharged to another
setting. However, if a discharge is classified into DRG No. 456 (Burns,
transferred to another acute care facility) or DRG 601 (neonate, transferred
less than or equal to 4 days old), the transferring hospital shall be paid in
full.

5 Additional payments to transferring hospitals.
A transferring hospital may qualify for an additional payment for
extraordinary cases that meet the criteria for long-stay or cost outliers.

b. Applicability of the DRG system.

(1) Areas affected. The CHAMiPUS DRG-based payment system
shall apply to hospitals' services in the fifty states, the District of
Columbia, and Puerto Rico, except that any state which has implemented a
separate DRG-based payment system or similar payment system in order to
control costs and is exempt from the Medicare Prospective Payment System may
be exempt from the CHAMPUS DRG-based payment system if it requests exemption
in writing, and provided payment under such system does not exceed payment
which would otherwise be made under the CHAMPUS DRG-based payment system.

(2) Services subject to the DRG-basedpapyent system. All
normally covered inpatient hospital services furnished to CHAMPUS
beneficiaries by hospitals are subject to the CHAMPUS DRG-based payment
system.
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(3) Services exempt from the DRG-based payment system. The
following hospital services, even when provided in a hospital subject to the
CHAMPUS DRG-based payment system, are exempt from the CHAMPUS DRG-based
payment system. The services in subparagraphs A.l.b.(3)(a) through (d) and
(g) through (i) shall be reimbursed under the procedures in subsection A.3.
of this chapter, and the services in subparagraphs A.l.b.(3)(e) and (f) shall
be reimbursed under the procedures in section G. of this chapter.

(a) Services provided by hospitals exempt from the
DRG-based payment system.

(b) All services related to kidney acquisition by Renal
Transplantation Centers.

(c) All services related to a heart transplantation which
would otherwise be paid under DRG 103.

(d) All services related to liver transplantation when
the transplant is performed in a CHAMPUS-authorized liver transplantation
center.

(e) All professional services provided by hospital-based
physicians.

(f) All services provided by nurse anesthetists.

(g) All services related to discharges involving
pediatric bone marrow transplants (patient under 18 at admission).

(h) All services related to discharges involving children
who have been determined to be HIV seropositive (patient under 18 at
admission).

(i) All services related to discharges involving
pediatric cystic fibrosis (patient under 18 at admission).

(4) Hospitals subject to the CHAMPUS DRG-based payment
system. All hospitals within the fifty states, the District of Columbia, and
Puerto Rico which are certified to provide services to CHAMPUS beneficiaries
are subject to the DPG-based payment system except for the following
hospitals or hospital units which are exempt.

(a) Psychiatric hospitals. A psychiatric hospital which
is exempt from the Medicare Prospective Payment System is also exempt from
the CHAMPUS DRG-based payment system. In order for a psychiatric hospital
which does not participate in Medicare to be exempt from the CHAMPUS
DRG-based payment system, it must meet the same criteria (as determined by
the Director, OCHAMPUS, or a designee) as required for exemption from the
Medicare Prospective Payment System as contained in Section 412.23 of Title
42 CFR.
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(b) Rehabilitation hospitals. A rehabilitation hospital
which is exempt from the Medicare Prospective Payment System is also exempt
from the CHAMPUS DRG-based payment system. In order for a rehabilitation
hospital which does not participate in Medicare to be exempt from the CHAMPUS
DRG-based payment system, it must meet the same criteria (as determined by
the Director, OCHAMPUS, or a designee) as required for exemption from the
Medicare Prospective Payment System as contained in Section 412.23 of Title
42 CFR.

(c) Psychiatric and rehabilitation units (distinct
parts). A psychiatric or rehabilitation unit which is exempt from the
Medicare prospective payment system is also exempt from the CHAMPUS DRG-based
payment system. In order for a distinct unit which does not participate in
Medicare to be exempt from the CHAMPUS DRG-based payment system, it must meet
the same criteria (as determined by the Director, OCHAMPUS, or a designee) as
required for exemption from the Medicare Prospective Payment System as
contained in Section 412.23 of Title 42 CFR.

(d) Long-term hospitals. A long-term hospital which is
exempt from the Medicare prospective payment system is also exempt from the
CHAMPUS DRG-based payment system. In order for a long-term hospital which
does not participate in Medicare to be exempt from the CHAMPUS DRG-based
payment system, it must have an average length of inpatient stay greater than
25 days:

1 As computed by dividing the number of total
inpatient days (less leave or pass days) by the total number of discharges
for the hospital's most recent fiscal year; or

2 As computed by the same method for the immediately
preceding six-month period, if a change in the hospital's average length of
stay is indicated.

(e) Sole community hospitals. Any hospital which has
qualified for special treatment under the Medicare prospective payment system
as a sole community hospital and has not given up that classification is
exempt from the CHAMPUS DRG-based payment system. (See Subpart G of 42 CFR
Part 412.)

(f) Christian Science sanitoriums. All Christian Science
sanitoriums (as defined in paragraph B.4.h. of Chapter 6) are exempt from the
CHAMPUS DRG-based payment system.

(g) Cancerhospitals. Any hospital which qualifies as a
cancer hospital under the Medicare standards and has elected to be exempt
from the Medicare prospective payment system is exempt from the CHAMPUS
DRG-based payment system. (See 42 CFR Section 412.94.)

(h) Hospitals outside the 50 states, the District of
Columbia, and Puerto Rico. A hospital is excluded from the CHAMPUS DRG-based
payment system if it is not located in one of the fifty States, the District
of Columbia, or Puerto Rico.
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(f) Hospitals which do not partici?2te in Medicare. It is not
required that a hospital be a Medicare-participating provider in order to be
an authorized CHAMPUS provider. However, any hospital which is subject to
the CHAMPUS DRG-based payment system and which otherwise meets CHAMPUS
requirements but which is not a Medicare-participating provider (having
completed a form HCFA-1514, Hospital Request for Certification in the
Medicare/Medicaid Program and a form HCFA-1561, Health Insurance Benefit
Agreement) must complete a participation agreement with OCHAMPUS. By
completing the participation agreement, the hospital agrees to participate on
all CHAMPUS inpatient claims and to accept the CHAMPUS-determined allowable
amount as payment in full for these claims. Any hospital which does not
participate in Medicare and does not complete a participation agreement with
OCHAMPUS will not be authorized to provide services to CHAMPUS beneficiaries.

c. Determination of payment amounts. The actual payment for an
individual claim under the CHAMPUS DRG-based payment system is calculated by
multiplying the appropriate adjusted standardized amount (adjusted to account
for area wage differences using the wage indexes used in the Medicare
program) by a weighting factor specific to each DRG.

(1) Calculation of DRG Weights.

(a) Grouin gof charges. All discharge records in the
database shall be grouped by DRG.

(b) Remove DRGs 469 and 470. Records from DRGs 469 and
470 shall be removed from the database.

(c) Indirect medical education standardization. To
standardize the charges for the cost effects of indirect medical education
factors, each teaching hospital's charges will be divided by 1.0 plus the
following ratio on a hospital-specific basis:

1.43 X 1.0 + number of interns + residents .5795number of beds

(d) Wage leve± standardization. To standardize the
charge records for area wage differences, each charge record will be divided
into labor-related and nonlabor-related portions, and the labor-related
portion shall be divided by the most recently available Medicare wage index
for the area. The labor-related and nonlabor-related portions will then be
added together.

(e) Elimination of statistical outliers. All unusually
high or low charges shall be removed from the database
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(f) Calculation of DRG average charge. After the
standardization for indirect medical education, and area wage differences, an
average charge for each DRG shall be computed by summing charges in a DRG and
dividing that sum by the number of rec:ords in the DRG.

(g) Calculation of national average charg eper
discharge. A national average charge per discharge shall be calculated by
summing all charges and dividing that sum by the total number of records from
all DRG categories.

(h) DRG relative weights. DRG relative weights shall be
calculated for each DRG category by dividing each DRG average charge by the
national average charge.

(2) Em nty and low-volume DRGs. The Medicare weight shall be
used for any DRG with less than ten (1C) occurrences in the CHAMPUS
database. The short-stay thresholds shall be set at one day for these DRGs
and the long-stay thresholds shall be set at the FY 87 Medicare thresholds.

(3) Up•ai•jgDRG weights. The CHAMPUS DRG weights shall be
updated or adjusted as follows:

(a) DRG weights shall be recalculated annually using
CHAMPUS charge data and the methodology described in subparagraph A.l.c.(1)
of this chapter.

(b) When a new DRG is created, CHAMPUS will, if
practical, calculate a weight for it using an appropriate charge sample (if
available) and the methodology described in subparagraph A.l.c.(l) of this
chapter.

(c) In the case of any other change under Medicare to an
existing DRG weight (such as in connection with technology changes), CHAMPUS
shall adjust its weight for that DRG in a manner comparable to the change
made by Medicare.

(4) Calculation of the adjusted standardized amounts. The
following procedures shall be followed in calculating the CHAMPUS adjusted
standardized amounts.

(a) Differentiate large urban, other utban, and rural
charges. All charges in the database shall be sorted into large urban, other
urban, and rural groups (using the same definitions for these categories used
in the Medicare program). The following procedures will be applied to each
group.

(b) Indirect medical education standardization. To
standardize the charges for the cost effects of indirect medical education
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factors, each teaching hospital's charges will be divided by 1.0 plus the
following ratio on a hospital-specific basis:

+ number of interns + residents .5795 1
number of beds

(c) Wage level standardization. To stanaardize the
charge records for area wage differences, each charge record will be divided
into labor-related and nonlabor-related portions, and the labor-related
portion shall be divided by the most recently available Medicare wage index
for the area. The labor-related and nonlabor-related portions will then be
added together.

(d) Ap•iy the cost to charge ratio. Each charge is to be
reduced to a representative cost by using the Medicare cost to charge ratio.
This amount shall be increased by 1 percentage point in order to reimburse
hospitals for bad debt expenses attributable to CHAMPUS beneficiaries.

(e) Preliminary base year standardized amount. A
preliminary base year standardized amount shall be calculated by summing all
costs in the database applicable to the large urban, other urban, or rural
group and dividing by the total number of discharges in the respective group.

(f) Update for inflation. The preliminary base year
standardized amounts shall be updated using an annual update factor equal to
1.07 to produce fiscal year 1988 preliminary standardized amounts.
Thereafter, any development of a new standardized amount will use an
inflation factor equal to the hospital market basket index used by the Health
Care Financing Administration in their Prospective Payment System.

(g) The preliminary standardized amounts, updated for
inflation, shall be divided by a system standardization factor so that total
DRG outlays, given the database distribution across hospitals and diagnoses,
are equal to the total charges reduced to costs.

(h) Labor and nonlabor portions of the adjIusted
standardized amounts. The adjusted standardized amounts shall be divided
into labor and nonlabor portions in accordance with the Medicare division of
labor and nonlabor portions.

(5) Adjustments to the DRG-based Dayment amounts. The
following adjustments to the DRG-based amounts (the weight multiplied by the
adjusted standardized amount) will be made.

(a) Outliers. The DRG-based payment to a hospital shall
be adjusted for atypical cases. These outliers are those cases that have
either an unusually short length-of-stay or extremely long length-of-stay or
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that involve extraordinarily high costs when compared to most discharges
classified in the same DRG. Cases which qualify as both a length-of-stay
outlier and a cost outlier shall be paid at the rate which results in the
greater payment.

1 Length-of-stay outliers. Length-of-stay cutliers
shall be identified and paid by the fiscal intermediary when the claims are
processed.

a Sho,, rt-stay outliers. Any discharge with a
length-of-stay (LOS) less than 1.94 standard deviations from the DRG's
geometric LOS shall be classified as a short-stay outlier. Short-stay
outliers shall be reimbursed at 200 percent of the per diem rate for the DRG
for each covered day of the hospital stay, not to exceed the DRG amount. The
per diem rate shall equal the DRG amount divided by the geometric mean
length-of-stay for the DRG.

b Lon-sta outliers. Any discharge which has
a length-of-stay (LOS) exceeding the lesser of 3.00 standard deviations or 24
days (1.94 standard deviations or 17 days for neonate services and for
services in children's hospitals) from the DRG's geometric mean LOS shall be
classified as a long-stay outlier. Long-stay outliers shall be reimbursed
the DRG-based amount plus 60 percent (90 percent for DRGs related to burn
cases) of the per diem rate for the DRG for ea(.h covered day of care beyond
the long-stay outlier cutoff. The per diem rate shall equal the DRG amount
divided by the geometric mean LOS for the DRG.

2 Cost outlier-is. Any discharge which has
standardized costs that exceed a threshold of the greater of two times the
DRG-based amount or $28,000 ($13,500 for neonate services and for services in
children's hospitals) shall qualify as a cost outlier. The standardized
costs shall be calculated by multiplying the total charges by the factor
described in subparagraph A.l.c.(4)(d) and adjusting this amount fnr indirect
medical education costs. Cost outliers shall be reimbursed the DRG-based
amount plus 75 percent (90 percent for DRGs related to burn cases and 80
percent for neonatal services and for services in children's hospitals) of
all costs exceeding the threshold. Additional payment for cost outliers
shall be made only upon request by the hospital. Notwithstanding the
threshold amount stated in the first sentence of this subparagraph and the
marginal payment percentage stated in the third sentence of this
subparagraph, for all discharges to patients admitted prior to November 21.
1988, a threshold damount of $13,500 (rather than $28,000) shall apply and
(except for burn cases, neonatal services and services in children's
hospitals) a marginal payment percentage of 60 percent (rather than 75
percent) shall apply.

(b) Wa~ge__Adjustm.ein. CHAMPUS will adiust the labor
portion of the standardized amounts arording to the hospital's area wage
index.

(c) Indirect Medi(.al Education Ad-ustment. The wage
adjusted DRG payment will also be multiplied by 1.0 plus the hospital's

indirect medical education ratio.
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(d) Children's Hospital Differential. With respect to
claims from children's hospitals, the appropriate adjusted standardized
amount shall also be adjusted by a children's hospital differential.

1 _qualifying children's hospitals. Hospitals
qualifying for the children's hospital differential are hospitals that are
exempt from the Medicare Prospective Payment System, or, in the case of
hospitals that do not participate in Medicare, that meet the same criteria
(as determined by the Director, OCHAMPUS, or a designee) as required for
exemption from the Medicare Prospective Payment System as contained in 42 CFR
412.23.

2 Calculation of differential. The differential
shall be equal to the difference between a specially calculated children's
hospital adjusted standardized amount and the adjusted standardized amount
for fiscal year 1988. The specially calculated children's hospital adjusted
standardized amount shall be calculated in the same manner as set forth in
subparagraph A.l.c.(4), except that:

a The base period shall be fiscal year 1988 and
shall represent total estimated charges for discharges that occurred during
fiscal year 1988.

b No cost to charge ratio shall be applied.

c Capital costs and direct medical education
costs will be included in the calculation.

d The factor used to update the database for
inflation to produce the fiscal year 1988 base period amount shall be the
applicable Medicare inpatient hospital market basket rate.

3 Transition rule. Until March 1, 1992, separate
differentials shall be used for each higher volume children's hospital
(individually) and for all other children's hospitals (in the aggregate).
For this purpose, a higher volume hospital is a hospital that had 50 or more
CHAMPUS discharges in fiscal year 1988.

4Holdharmless provision. At such time as the

weights initially assigned to neonatal DRGs are recalibrated based on
sufficient volume of CHAMPUS claims records, children's hospital
differentials shall be recalculated and appropriate retrospective and
prospective adjustments shall be made. To the extent practicable, the
recalculation shall also include reestimated values of other factors
(including but not limited to direct education and capital costs and indirect
education factors) for which more accurate date became available.

5 No update for inflation. The children's hospital
differential, calculated (and later recalculated under the hold harmless
provision) for the base period of fiscal year 1988, shall not be updated for
subsequent fiscal years.
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6 Administrative corrections. In connection with
determinations pursuant to subparagraph A.l.c.(5)(d)3 of this chapter, any
children's hospital that believes OCHAMPUS erroneously failed to classify the
hospital as a high volume hospital or incorrectly calculated (in the case of
a high volume hospital) the hospital's differential may obtain administrative
corrections by submitting appropriate documentation to the Director, OCHAMPUS
(or designee).

(6) Updating the adjusted standardized amounts. Beginning in
FY 1989, the adjusted standardized amounts will be updated by the Medicare
annual update factor, unless the adjusted standardized amounts are
recalculated.

(7) Annual Cost Pass-Throughs.

(a) Capital costs. When requested in writing by a
hospital, CHAMPUS shall reimburse the hospital its share of actual capital
costs as reported annually to the CHAMPUS fiscal intermediary. Payment for
capital costs shall be made annually based on the ratio of CHAMPUS inpatient
days for those beneficiaries subject to the CHAMPUS DRG-based payment system
to total inpatient days applied to the hospital's total allowable capital
costs. Reductions in payments for capital costs which are required under
Medicare shall also be applied to payments for capital costs under CHAMPUS.

I Costs included as capital costs. Allowable
capital costs are those specified in Medicare Regulation Section 413.130, as
modified by Section 412.72.

2 Services, facilities, or .p. lies provided by
supplying organizations. If services, facilities, or supplies are provided
to the hospital by a supplying organization related to the hospital within
the meaning of Medicare Regulation Section 413.17, then the hospital must
include in its capital-related costs, the capital-related costs of the
supplying organization. However, if the supplying organization is not
related to the provider within the meaning of 413.17, no part of the charge
to the provider may be considered a capital-related cost unless the services,
facilitics, or supplies are capital-related in nature and:

a The capital-related equipment is leased or
rented by the provider;

1) The capital-related equipment is located on
the provider's premises; and

c The capital-related portion of the charge is
separately specified in the charge to the provider.

(b) Direct medical education costs. When requested in
writing by a hospital, CHAMPUS shall reimburse the hospital its actual direct
medical education costs as reported annually to the CHAMPUS fiscal
intermediary. Such teaching costs must be for a teaching program approved
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under Medicare Regulation Section 413.85. Payment for direct medical
education costs shall be made annually based on the ratio of CHAMPUS
inpatient days for those beneficiaries subject to the CHAMPUS DRG-based
payment system to total inpatient day:; applied to the hospital's total
allowable direct medical education costs. Allowable direct medical education
costs are those specified in Medicare Regulation Section 413.85.

(c) Information necessary for payment of capital and
direct medical education costs. All hospitals subject to the CHAMPUS
DRG-based payment system, except for children's hospitals, may be reimbursed
for allowed capital and direct medical education costs by submitting a
request to the CHAMPUS contractor. Such request shall cover the one-year
period corresponding to the hospital's Medicare cost-reporting period. The
first such request may cover a period of less than a full year--from the
effective date of the CHAMPUS DRG-based payment system to the end of the
hospital's Medicare cost-reporting period. All costs reported to the CHAMPUS
contractor must correspond to the costs reported on the hospital's Medicare
cost report. In the case of children's hospitals that request reimbursement
under this clause for capital and/or direct medical education costs, the
hospital must submit appropriate base period cost information, as determined
by the Director, OCHAMPUS (or designee). (If these costs change as a result
of a subsequent audit by Medicare, the revised costs are to be reported to
the hospital's CHAMPUS contractor within 30 days of the date the hospital is
notified of the change.) The request must be signed by the hospital official
responsible for verifying the amounts and shall contain the following
information.

1 The hospital's name.

2 The hospital's address.

3 The hospital's CHAMPUS provider number.

4 The hospital's Medicare provider number.

5 The period covered--this must correspond to the
hospital's Medicare cost-reporting period.

6 Total inpatient days provided to all patients in
units subject to DRG-based payment.

7 Total allowed CHAMPUS inpatient days provided in
units subject to DRG-based payment.

8 Total allowable capital costs.

9 Total allowable direct medical education costs.

10 Total full-time equivalents for:

a Residents.

b Interns
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11 Total inpatient beds as of the end of the
cost-reporting period. If this has changed during the reporting period, an
explanation of the change must be provided.

12 Title of official signing the report.

13 Reporting date.

14 The report shall contain a certification
statement that any changes to the items in subparagraphs 6, 7, 8, 9, or 10,
which are a result of an audit of the hospital's Medicare cost-report, shall
be reported to CHAMPUS within thirty (30) days of the date the hospital is
notified of the change.

2. CHAMPUS mental health per diem payment system. The CHAMPUS mental
health per diem payment system shall be used to reimburse for inpatient
mental health hospital care in specialty psychiatric hospitals and units.
Payment is made on the basis of prospectively determined rates and paid on a
per diem basis. The system uses two sets of per diems. One set of per diems
applies to hospitals and units that have a relatively higher number of
CHAMPUS discharges. For these hospitals and units, the system uses
hospital-specific per diem rates. The other set of per diems applies to
hospitals and units with a relatively lower number of CHAMPUS discharges.
For these hospitals and units, the system uses regional per diems, and
further provides for adjustments for area wage differences and indirect
medical education costs and additional pass-through payments for direct
medical education costs.

a. Applicability of the mental health per diem payment
system.

(1) Hospitals and units covered. The CHAMPUS mental health
per diem payment system applies to services covered (see subparagraph
A.2.a.(2) below) that are provided in Medicare prospective payment system
(PPS) exempt psychiatric specialty hospitals and all Medicare PPS exempt
psychiatric specialty units of other hospitals. In addition, any psychiatric
hospital that does not participate in Medicare, or any other hospital that
has a psychiatric specialty unit that has not been so designated for
exemption from the Medicare prospective payment system because the hospital
does not participate in Medicare, may be designated as a psychiatric hospital
or psychiatric specialty unit for purposes of the CHAMPUS mental health per
diem payment system upon demonstrating that it meets the same criteria (as
determined by the Director, OCHAMPUS) as required for the Medicare
exemption. The CHAMPUS mental health per diem payment system does not apply
to mental health services provided in other hospitals.

(2) Services covered. Unless specifically exempted, all
covered hospitals' and units' inpatient claims which are classified into a
mental health DRG (DRG categories 425-432, but not DRG 424) or an
alcohol/drug abuse DRG (DRG categories 433-437) shall be subject to the
mental health per diem payment system.
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b. Hospital-specific per diems for higher volume hospitals and
units. This paragraph describes the per diem payment amounts for hospitals
and units with a higher volume of CHAMPUS discharges.

(1) Per diem amount. A hospital-specific per diem amount
shall be calculated for each hospital and unit with a higher volume of
CHAMPUS discharges. The base period per diem amount shall be equal to the
hospital's average daily charge in the base period. The base period amount,
however, may not exceed the cap described in subparagraph A.2.b.(2), below.
The base period amount shall be updated in accord with paragraph A.2.d. of
this chapter.

(2) Cap. The base period per diem amount may not exceed the
eightieth percentile of the average daily charge weighted for all discharges
throughout the United States from all higher volume hospitals.

(3) Review of per diem amount. Any hospital or unit which
believes OCHAMPUS calculated a hospital-specific per diem which differs by
more than $5.00 from that calculated by the hospital or unit may apply to the
Director, OCHAMPUS, or a designee, for a recalculation. The burden of proof
shall be on the hospital.

c. Regional er diems for lower volume hospitals and units. This
paragraph describes the per diem amounts for hospitals and units with a lower
volume of CHAMPUS discharges.

(1) Per diem amounts. Hospitals and units with a lower volume
of CHAMPUS patients shall be paid on the basis of a regional per diem amount,
adjusted for area wages and indirect medical education. Base period
regional per diems shall be calculated based upon all CHAMPUS lower volume
hospitals' claims paid during the base period. Each regional per diem amount
shall be the quotient of all covered charges divided by all covered days of
care, reported on all CHAMPUS claims from lower volume hospitals in the
region paid during the base period, after having standardized for indirect
medical education costs and area wage indexes and subtracted direct medical
education costs. Regional per diem amounts are adjusted in accordance with
subparagraph A.2.c.(3), below. Additional pass-through payments to lower
volume hospitals are made in accordance with subparagraph A.2.c.(4), below.
The regions shall be the same as the federal census regions.

(2) Review of per diem amount. Any hospital that believes the
regional per diem amount applicable to that hospital has been erroneously
calculated by OCHAMPUS by more than $5.00 may submit to the Director,
OCHAMPUS, or a desig:iee, evidence supporting a different regional per diem.
The burden of prcof shall be on the hospital.

(3) Adj~ustments to regional per diems. Two adjustments shall
be made to the regional per diem rates.

(a) Area wage index. The same area wage indexes used for
the CHAMPUS DRG-based payment system (see subparagraph A.l.c.(5)(b) of this
chapter) shall be applied to the wage portion of the applicable regional per
diem rate for each day of the admission. The wage portion shall be the same
as that used for the CHAMPUS DRG-based payment system.
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(b) Indirect medical education. The indirect medical
education adjustment factors shall be calculated for teaching hospitals in
the same manner as is used in the CHAMPUS DRG-based payment system (see
subparagraph A.l.c.(5)(c) of this chapter) and applied to the applicable
regional per diem rate for each day of the admission.

(4) Annual cost pass-through for direct medical education. In
addition to payments made to lower volume hospitals under paragraph A.2.c.,
CHAMPUS shall annually reimburse hospitals for actual direct medical
education costs associated with services to CHAMPUS beneficiaries. This
reimbursement shall be done pursuant to the same procedures as are applicable
to the CHAMPUS DRG-based payment system (see subparagraph A.l.c.(7) of this
chapter).

d. Base period and update factors.

(1) Base period. The base period for calculating the
hospital-specific and regional per diems, as described in paragraphs A.2.b.
and c. above, is federal fiscal year 1988. Base period calculations shall be
based on actual claims paid during the period July 1, 1987 through May 31,
1988, trended forward to represent the 12-month period ending September 30,
1988 on the basis of the Medicare inpatient hospital market basket rate.

(2) Alternative hospital-specific data base. Upon application
of a higher volume hospital or unit to the Director, OCHAMPUS, or a designee,
the hospital or unit may have its hospital-specific base period calculations
based on claims with a date of discharge (rather than date of payment)
between July 1, 1987 through May 31, 1988 if it has generally experienced
unusual delays in claims payments and if the use of such an alternative data
base would result in a difference in the per diem amount of at least $5.00.
For this purpose, the unusual delays means that the hospital's or unit's
average time period between date of discharge and date of payment is more
than two standard deviations longer than the national average.

(3) Update factors. The hospital-specific per diems and the
regional per diems calculated for the base period pursuant to paragraphs
A.2.b. and c. of this chapter shall be in effect for federal fiscal year
1989; there will be no additional update for fiscal year 1989. For
subsequent federal fiscal years, each per diem shall be updated by the
Medicare update factor for hospitals and units exempt from the Medicare
prospective payment system. Hospitals and units with hospital-specific rates
will be notified of their respective rates prior to the beginning of each
federal fiscal year. New hospitals shall be notified at such time as the
hospital rate is determined. The actual amounts of each regional per diem
that will apply in any federal fiscal year shall be published in the Federal
Register prior to the start of that fiscal year.

e. Higher volume hos2pitals. This paragraph describes the
classification of and other provisions pertinent to hospitals with a higher
volume of CHAMPUS patients.
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(1) In general. Any hospital or unit that had an annual rate
of 25 or more CHAMPUS discharges of CHAMPUS patients during the period July
1, 1987 through May 31, 1988 shall be considered a higher volume hospital
during federal fiscal year 1989 and all subsequent fiscal years. All other
hospitals and units covered by the CHAMPUS mental health per diem payment
system shall be considered lower volume hospitals.

(2) Hospitals that subsequently become higher volume
hospitals. In any federal fiscal year in which a hospital, including a new
hospital (see subparagraph A.2.e.(3) below), not previously classified as a
higher volume hospital has 25 or more CHAMPUS discharges, that hospital shall
be considered to be a higher volume hospital during the next federal fiscal
year and all subsequent fiscal years. The hospital specific per diem amount
shall be calculated in accordance with the provisions of paragraph A.2.b. of
this chapter, except that the base period average daily charge shall be
deemed to be the hospital's average daily charge in the year in which the
hospital had 25 or more discharges, adjusted by the percentage change in
average daily charges for all higher volume hospitals and units between the
year in which the hospital had 25 or more CHAMPUS discharges and the base
period. The base period amount, however, may not exceed the cap described in
subparagraph A.2.b.(2) of this chapter.

(3) Special retrospective payment provision for new
hospitals. For purposes of this subparagraph, a new hospital is a hospital
that qualifies for the Medicare exemption from the rate of increase ceiling
applicable to new hospitals which are PPS-exempt psychiatric hospitals. Any
new hospital tha. .ecomes a higher volume hospital, in addition to qualifying
prospectively as a higher volume hospital for purposes of subparagraph
A.2.e.(2) above, may additionally, upon application to the Director,
OCHAMPUS, receive a retrospective adjustment. The retrospective adjustment
shall be calculated so that the hospital receives the same government share
payments it would have received had it been designated a higher volume
hospital for the federal fiscal year in which it first had 25 or more CHAMPUS
discharges and the preceding fiscal year (if it had any CHAMPUS patients
during the preceding fiscal year). Such new hospitals must agree not to bill
CHAMPUS beneficiaries for any additional costs beyond that determined
initially.

(4) Review of classification. Any hospital or unit which
OCHAMPUS erroneously fails to classify as a higher volume hospital may apply
to the Director, OCHAMPUS, or a designee, for such a classification. The
hospital shall have the burden of proof.

f. Payment for hospital based professional services. Lower volume
hospitals and units may not bill separately for hospital based professional
mental health services; payment for those services is included in the per
diems. Higher volume hospitals and units, whether they billed CHAMPUS
separately for hospital based professional mental health services or included
those services in the hospital's billing to CHAMPUS, shall continue the
practice in effect during the period July 1, 1987 to May 31, 1988 (or other
data base period used for calculating the hospital's or unit's per diem),
except that any such hospital or unit may change its prior practice (and
obtain an appropriate revision in its per diem) by providing to OCHAMPUS
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notice in accordance with procedures established by the Director, OCHAMPUS,
or a designee.

g. Leave days. CHAMPUS shall not pay for days where the patient
is absent on leave from the specialty psychiatric hospital or unit. The
hospital must idi±,Jify these days when claiming reimburser-oft. CHAMPUS shall
not count a patient's leave of absence as a discharge in determining whether
a facility should be classified as a higher volume hospital pursuant to
paragraph A.2.e. of this chapter.

h. Exemptions from the CHAMPUS mental health per diem__,ayent
system. The following providers and procedures are exempt from the CHAMPUS
mental health per diem payment system.

(1) Non-specialty providers. Providers of inpatient care
which are not either psychiatric hospitals or psychiatric specialty units as
described in subparagraph A.2.a.(1) of this chapter are exempt from the
CHAMPUS mental health per diem payment system. Such providers should refer
to subsection A.I. of this chapter for provisions pertinent to the CHAMPUS
DRG-based payment system.

(2) DRG 424. Admissions for operating room procedures
involving a principal diagnosis of mental illness (services which group into
DRG 424) are exempt from the per diem payment system. They will be
reimbursed pursuant to the provisions of subsection A.3. of this chapter.

(3) Non-mental health services. Admissions for non-mental
health procedures in specialty psychiatric hospitals and units are exempt
from the per diem payment system. They will be reimbursed pursuant to the
provisions of subsection A.3. of this chapter.

(4) Sole community hospitals. Any hospital which has
qualified for special treatment under the Medicare prospective payment system
as a sole community hospital and has not given up that classification is
exempt.

(5) Hospitals outside the U.S. A hospital is exempt if it is
not located in one of the 50 states, the District of Columbia or Puerto Rico.

3. Billed charges and set rates. The allowable costs for authorized
care in all hospitals not subject to the CHAMPUS DRG-based payment system or
the CHAMPUS mental . q1th per diem payment system shall be determined on the
basis of billed charges or set rates. Under this procedure the allowable
costs may not exceed the lower of:

a. The actual charge for such service made to the general public;
or

b. The allowed charge applicable to the policyholders or
subscribers of the CHAMPUS fiscal intermediary for comparable services under
comparable circumstances, when extended to CHAMPUS beneficiaries by consent
or agreement; or

c. The allowed charge applicable to the citizens of the community
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or state as established by local or state regulatory auLhority, excluding
title XIX of the Social Security Act or other welfare program, when extended
to CHAMPUS beneficiaries by consent or agreement.

4. CHAMPUS discount rates. The CHAMPUS-determined allowable cost for
authorized care in any hospital may be based on discount rates established
under section I. of this chapter.

B. SKILLED NURSING FACILITIES (SNFs)

The CHAMPUS-determined allowable cost for reimbursement of a SNF shall be
determined on the same basis as for hospitals which are not subject to the
CHAMPUS DRG-based payment system.

C. REIMBURSEMENT FOR OTHER THAN HOSPITALS AND SNFs

The Director, OCHAMPUS, or a designee, shall establish such other methods
of determining allowable cost or charge reimbursement for those institutions,
other than hospitals and SNFs, as may be required.

D. REIMBURSEMENT OF FREESTANDING AMBULATORY SURGICAL CENTERS

Authorized care furnished by freestanding ambulatory surgical centers
shall be reimbursed on the basis of the CHAMPUS-determined reasonable cost.

E. REIMBURSEMENT OF BIRTHING CENTERS

1. Reimbursement for maternity care and childbirth services furnished
by an authorized birthing center shall be limited to the lower of the CHAMPUS
established all-inclusive rate or the center's most-favored all-inclusive
rate.

2. The all-inclusive rate shall include the following to the extent
that they are usually associated with a normal pregnancy and childbirth:
laboratory studies, prenatal management, labor management, delivery,
post-partum management, newborn care, birth assistant, certified
nurse-midwife professional services, physician professional services, and the
use of the facility.

3. The CHAMPUS established all-inclusive rate is equal to the sum of
the CHAMPUS area prevailing professional charge for total obstetrical care
for a normal pregnancy and delivery and the sum of the average CHAMPUS
allowable institutional charges for supplies, laboratory, and delivery room
for a hospital inpatient normal delivery. The CHAMPUS established
all-inclusive rate areas will coincide with those established for prevailing
professional charges and will be updated concurrently with the CHAMPUS area
prevailing professional charge database.

4. Extraordinary maternity care services, when otherwise authorized,
may be reimbursed at the lesser of the billed charge or the CHAMPUS allowable
charge.
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5. Reimbursement for an incomplete course of care will be limited to
claims for professional services and tests where the beneficiary has been
screened but rejected for admission into the birthing center program, or
where the woman has been admitted but is discharged from the birthing center
program prior to delivery, aajudicated ab individual professional services
and items.

6. The beneficiary's share of the total reimbursement to a birthing
center is limited to the cost-share amount plus the amount billed for
non-covered services and supplies.

F. REIMBURSEMENT OF RESIDENTIAL TREATMENT CENTERS

The CHAMPUS rate is the per diem rate that CHAMPUS will authorize for all
mental health services rendered to a patient and the patient's family as part
of the total treatment plan submitted ty a CHAMPUS-approved RTC, and approved
by the Director, OCHAMPUS, or designee.

1. The all-inclusive per diem rate for RTCs operating or participating
in CHAMPUS during the base period of July 1, 1987, through June 30, 1988,
will be the lowest of the following conditions:

a. The CHAMPUS rate paid to the RTC for all-inclusive services as
of June 30, 1988, adjusted by the Consumer Price Index - Urban (CPI-U) for
medical care as determined applicable by the Director, OCHAMPUS, or designee;
or

b. The per diem rate accepted by the RTC from any other agency or
organization (public or private) that is high enough to cover one-third of
the total patient days during the 12-month period ending June 30, 1988,
adjusted by the CPI-U; or

NOTE: The per diem rate accepted by the RTC from any other agency or
organization includes the rates accepted from entities such as
Government contractors in CHAMPUS demonstration projects.

c. An OCHAMPUS determined capped per diem amount not to exceed the
80th percentile of all established CHAMPUS RTC rates nationally, weighted by
total CHAMPUS days provided at each rate during the base period discussed in
F.I. above.

2. The all-inclusive per diem rates for RTCs which began operation
after June 30, 1988, or began operation before July 1, 1988, but had less
than 6 months of operation by June 30, 1988, will be calculeted based on the
lower of the per diem rate accepted by the RTC that is high enough to cover
one-third of the total patient days during its first 6 to 12 consecutive
months of operation, or the OCHAMPUS determined capped amount. Rates for
RTCs beginning operation prior to July 1, 1988, will be adjusted by an
appropriate CPI-U inflation factor for the period ending June 30, 1988. A
period of less than 12 months will be used only when the RTC has been in
operation for less than 12 months. Once a full 12 months is available, the
rate will be recalculated.
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3. The first three days of each approved therapeutic absence will be
allowed at 100 percent of the CHAMPUS determined all-inclusive per diem
rate. Beginning with day four, reimbursement will be at 75 percent of that
rate.

4. All educational costs, whether they include routine education or
special education costs, are excluded from reimbursement except when
appropriate education is not available from, or not payable by, a cognizant
public entity.

a. The RTC shall exclude educational costs from its daily costs.

b. The RTC's accounting system must be adequate to assure CHAMPUS
is not billed for educational costs.

c. The RTC may request payment of educational costs on an
individual case basis from the Director, OCHAMPUS, or designee, when
appropriate education is not available from, or not payable by, a cognizant
public entity. To qualify for reimbursement of educational costs in
individual cases, the RTC shall comply with the application procedures
established by the Director, OCHAMPUS, or designee, including, but not
limited to, the following:

(1) As part of its admission procedures, the RTC must counsel
and assist the beneficiary and the beneficiary's family in the necessary
procedures for assuring their rights to a free and appropriate public
education.

(2) The RTC must document any reasons why an individual
beneficiary cannot attend public educational facilities and, in such a case,
why alternative educational arrangements have not been provided by the
cognizant public entity.

(3) If reimbursement of educational costs is approved for an
individual beneficiary by the Director, OCHAMPUS, or designee, such
educational costs shall be shown separately from the RTC's daily costs on the
CHAMPUS claim. The amount paid shall not exceed the RTC's most-favorable
rate to any other patient, agency, or organization for special or general
educational services whichever is appropriate.

(4) If the RTC fails to request CHAMPUS approval of the
educational costs on an individual case, the RTC agrees not to bill the
beneficiary or the beneficiary's family for any amounts disallowed by
CHAMPUS. Requests for payment of educational costs must be referred to the
Director, OCHAMPUS, or designee for review and a determination of the
applicability of CHAMPUS benefits.

5. Any future adjustments to the RTC rates will be limited to annual
changes in the CPI-U for medical care. at the discretion of the Director,
OCHAMPUS or designee.
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G. REIMBURSEMENT OF INDIVIDUAL HEALTH-CARE PROFESSIONALS AND OTHER
NON-INSTITUTIONAL HEALTH-CARE PROVIDERS

The CHAMPUS-determined reasonable r:harge (the amount allowed by CHAMPUS) for the
service of an individual health-care professional or other non-institutional
health-care provider (even if employed by or under contract to an institutional
provider) shall be determined by one of the following methodologies, that is,
whichever is in effect in the specific geographic location at the time covered
services and supplies are provided to a CHAMPUS beneficiary.

1. Allowable charge method. The allowable charge method is the preferred and
primary method for reimbursement of individual health-care professionals and other
non-institutional health-care providers.

a. The allowable charge for authorized care shall be the lowest of the
amounts identified in subparagraphs (1), (2), and (3) below.

(1) The billed charge for the service.

(2) The prevailing charge level that does not exceed the amount
equivalent to the 80th percentile of billed charges made for similar services in the
same locality during the base period.

NOTE: Prevailing charges shall continue to be calculated in accordance with
any limitations set forth in the DoD Appropriation Acts, as
implemented in instructions issued by the Director, OCHAMPUS.

(a) Ine 80th percentile of charges shall he determined on the
basis of statistical data and methodology acceptable to the Director, OCHAMPUS, or a
designee.

(b) The base period shall be a period of 12 calendar months and
shall be adjusted at least once a year, unless the Director, OCHAMPUSdetermines
that a different period for adjustment is appropriate and publishes a notice to that
effect in the Federal Register. Prior to publishing the final notice, a notice of
intent shall have been published, which allowed a 30-day period for public comment
on the proposed action.

(3) For charges from physicians and other individual professional
providers, the fiscal year 1988 prevailing charges adjusted by the Medicare Economic
Index (MEI), as the MEI is applied to Medicare prevailing charge levels.

(a) In any year in which the Medicare program applies a
different MEI to primary care services, CHAMPUS will include maternity care and
delivery services and well baby care services as primary care for the purposes of
applying the MEI.

(b) The Director. OCHAMPUS, shall issue procedural instructions
to apply the MEI under CHAMPUS.
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b. A charge that exceeds the prevailing charge can be determined to be
allowable only when unusual circumstances or medical complications justify the
higher charge. The allowable charge may not exceed the billed charge under any
circumstances.

c. The allowable charge for physician assistant services other than
assistant-at-surgery may not exceed 85 percent of the allowable charge for a
comparable service rendered by a physician performing the service in a similar
location. For cases in which the physician assistant and the physician perform
component services of a procedure other than assistant-at-surgery (e.g., home,
office or hospital visit), the combined allowable charge for the procedure may not
exceed the allowable charge for the procedure rendered by a physician alone. The
allowable charge for physician assistant services performed as an assistant-at-
surgery may not exceed 65 percent of the allowable charge for a physician serving
as an assistant surgeon when authorized as CHAMPUS benefits in accordance with the
provisions of Chapter 4 C.3.c. of this Part. Physician assistant services must be
billed through the employing physician who must be an authorized CHAMPUS provider.

2. All-inclusive rate. Claims from individual health-care professional
providers for services rendered to CHAMPUS beneficiaries residing in an RTC that is
either being reimbursed on an all-inclusive per diem rate, or is billing an
all-inclusive per diem rate, shall be denied; with the exception of independent
health-care professionals providing geographically distant family therapy to a
family member residing a minimum of 250 miles from the RTC or covered medical
services related to a nonmental health condition rendered outside the RTC.
Reimbursement for individual professional services is included in the rate paid the
institutional provider.

3. Alternative method. The Director, OCHAMPUS, or a designee, may, subject to
the approval of the ASD(HA), establish an alternative method of reimbursement
designed to produce reasonable control over health care costs and to ensure a high
level of acceptance of the CHAMPUS-detetmined charge by the individual health-care
professionals or other noninstitutional health-care providers furnishing services
and supplies to CHAMPUS beneficiaries. Alternative methods may not result in
reimbursement greater than the allowable charge method above.

H. REIMBURSEMENT UNDER THE MILITARY-CIVILIAN HEALTH SERVICES PARTNERSHIP PROGRAM

The Military-Civilian Health Services Partnership Program, as authorized hy
Section 1096, Chapter 55, Title 10, provides for the sharing of staff, equipment,
and resources between the civilian and military health care system in order to
achieve more effective, efficient, or economical health care for authorized
beneficiaries. Military treatment facility commanders, based upon the authority
provided by their respective Surgeons General of the military departments, are
responsible for entering into individual partnership agreements only when they have
determined specifically that use of the Partnership Program is more economical
overall to the Government than referring the need for health care services to the
civilian community under the normal operation of the CHAMPUS Program. (See Section
P. of Chapter 1, for general requirements of the Partnership Program.)

1. Reimbursement of institutional health care providers. Reimbursement of
institutional health care providers under the Partnership Program shall be on the
same basis as non-Partnership providers.

14-22



DoD 6010.8-R
Jul 91

2. Reimbursement of individual health-care professional-s and othpr
non-institutional health care providers. Reimbursement of individual health (are
professional and other non-institutional health cc..e providers shall be on the same
basis as non-Partnership providers as detailed in Section G. of this chapter.

I. ACCOMMODATION OF DISCOUNTS UNDER PROVIDER REIMBURSEMENT METHODS

1. General rule. The Director, OCHAMPUS (or designee) has authority to
reimburse a provider at an amount below the amount usually paid pursuant to this
chapter when, under a program approved by the Director, the provider has agreed to
the lower amount.

2. Special applications. The following are examples of applications of the
general rule; they are not all inclusive.

a. In the case of individual health care professional, and other
noninstitutional providers, if the discounted fee is below the provider's normal
billed charge and the prevailing charge level (see section G. of this chapter), the
discounted fee shall be the provider's actual billed charge and the CHAMPUS
allowable charge.

b. In the case of institutional providers normally paid on the basis of a
pre-set amount (such as DRG-based amount under subsection A.l. of this chapter or
per-diem amount under subsection A.2. of this chapter), if the discount rate is
lower than the pre-set rate, the discounted rate shall be the CHAMPUS-determined
allowable cost. This is an exception to the usual rule that the pre-set iate is
paid regardless of the institutional provider's billed charges or other factors.

3. Procedures.

a. This section only applies when both the provider and the Director have
agreed to the discounted payment rate. The Director's agreement may be in the
context of approval of a program that allows for such discounts.

b. The Director of OCHAMPUS may establish uniform terms, conditions and
limitations for this payment method in order to avoid administrative complexity.

J. OUTSIDE THE UNITED STATES

The Director, OCHAMPUS, or a designee, shall determine the appropriate
reimbursement method or methods to be used in the extension of CHAMPUS benefits for
otherwise covered medical services or supplies provided by hospitals or other
institutional providers, physicians or other individual professional providers, or
other providers outside the United States.

K. IMPLEMENTING INSTRUCTIONS

The Director, OCHAMPUS, or a designee, shall issue CHAHPTjS poliies,
instructions, procedures, and guidelines, as may be necessary to implement tn-
intent of this chapter.
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CHAPTER 15
PEER REVIEW ORGANIZATION PROGRAM

A. GENERAL

This chapter establishes rules and procedures applicable to the CHAMPUS Peer
Review Organization (PRO) program for utilization and quality review of services,
especially services provided in hospitals for which the hospital care is covered by
the CHAMPUS DRG-based payment system. In implementing the provisions of this
chapter, OCHAMPUS will, in accordance with section 9100 of Public Law 101-165, be
guided by the general policy of following Medicare PRO program requirements and
procedures, with appropriate adaptations.

B. OBJECTIVES OF REVIEW SYSTEM

There are four required functions:

1. A review of the completeness, adequacy and quality of care provided;

2. A review of the reasonableness, necessity and appropriateness of hospital
admissions under CHAMPUS DRG reimbursement;

3. A validation of diagnoses and procedural information that determines
CHAMPUS reimbursement; and

4. A review of the necessity and appropriateness of care for which payment is
sought on an outlier basis.

C. HOSPITAL COOPERATION

All hospitals which participate in CHAMPUS and submit CHAMPUS claims are
required to provide all information necessary for CHAMPUS to properly process the
claims. In order for CHAMPUS to be assured that services for which claims are
submitted meet quality of care standards, hospitals are required to provide the Peer
Review Organization (PRO) responsible for quality review with all the information,
within timeframes to be established by OCHAMPUS, necessary to perform the review
functions required by this chapter. Additionally, all participating hospitals shall
provide CHAMPUS beneficiaries, upon admission, with information about the admission
and quality review system including their appeal rights. A hospital which does not
cooperate in this activity shall be subject to termination as a CHAMPUS-authorized

provider.

1. Documentation that the beneficiary has received the required information
about the CHAMPUS PRO program must be maintained in the same manner as is the notice
required for the Medicare program by 42 CFR 466.78(b).

2. The physician attestation and physician acknowledgement required for
Medicare under 42 CFR 412.40 and 412.46 are also required fer CHAMPUS as a condition
for payment and may be sdtisfied by the same statements as required for Medicare,
with substitution or addition of "CHAMPTIS" when the word "Medicare" is used.
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3. Participating hospitals must execute a memorandum of understanding with the
PRO providing appropriate procedures for implementation of the PRO program.

4. Participating hospitals may not charge a CHAMPUS beneficiary for inpatient
hospital services excluded on the basis of Chapter 4, section G.l. (not medically
necessary), section G.3. (inappropriate level), or section G.7. (custodial care)
unless all of the conditions established by 42 CFR 412.42(c) with respect to
Medicare beneficiaries have been met with respect to the CHAMPUS beneficiary. In
such cases in which the patient requests a PRO review while the patient is still an
inpatient in the hospital, the hospital shall provide to the PRO the records
required for the review by the close of business of the day the patient requests
review, if such request was made before noon. If the hospital fails to provide the
records by the close of business, that day and any subsequent working day during
which the hospital continues to fail to provide the records shall not be counted for
purposes of the two-day period of 42 CFR 412.42(c)(3)(ii).

5. With respect to cases subject to preadmission review, the provisions of 42
C.F.R. 466.78(b)(5)-(b)(7) shall apply to CHAMPUS cases as those provisions apply to
Medicare cases.

D. AREAS OF REVIEW

1. Admissions. The following areas shall be subject to review to determine
whether inpatient care was medically appropriate and necessary, was delivered in the
most appropriate setting and met acceptable standards of quality. This review may
include preadmission or prepayment review when appropriate.

a. Transfers of CHAMPUS beneficiaries from a hospital or hospital unit
subject to the CHAMPUS DRG-based payment system to another hospital or hospital
unit.

b. CHAMPUS admissions to a hospital or hospital unit subject to the
CHAMPUS DRG-based payment system which occur within a certain period (specified by
OCHAMPUS) of discharge from a hospital or hospital unit subject to the CHAMPUS
DRG-based payment system.

c. A random sample of other CHAMPUS admissions for each hospital subject
to the CHAMPUS DRG-based payment system.

d. CHAMPUS admissions in any DRGs which have been specifically identified
by OCHAMPUS for review or which are under review for any other reason.

2. DRG validation. The review organization responsible for quality of care
reviews shall be responsible for ensuring that the diagnostic and procedural
information reported by hospitals on CHAMPUS claims which is used by the fiscal
intermediary to assign claims to DRGs is correct and matches the information
contained in the medical records. In order to accomplish this, the following review
activities shall be done.
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a. Perform DRG validation reviews of each case under review.

b. Review of claim adjustments submitted by hospitals which result in the
assignment of a higher weighted DRG.

c. Review for physician certification as to the major diagnoses and
procedures and the physician's acknowledgment of annual receipt of the penalty
statement as contained in the Medicare regulations at 42 CFR 412.40 and 412.46.

d. Review of a sample of claims for each hospital reimbursed under the
CHAMPUS DRG-based payment system. Sample size shall be determined based upon the
volume of claims submitted.

3. Outlier review. Claims which qualify for additional payment as a long-stay
outlier or as a cost-outlier shall be subject to review to ensure that the
additional days or costs were medically necessary and appropriate and met all other
requirements for CHAMPUS coverage. In addition, claims which qualify as short-stay
outliers shall be reviewed to ensure that the admission was medically necessary and
appropriate and that the discharge was not premature.

4. Procedure review. Claims for procedures identified by OCHAMPUS as subject
to a pattern of abuse shall be the subject of intensified quality assurance review.

5. Other review. Any other cases or types of cases identified by OCHAMPUS
shall be subject to focused review.

E. ACTIONS AS A RESULT OF REVIEW

1. Findings related to individual claims. If it is determined, based upon
information obtained during reviews, that a hospital has misrepresented admission,
discharge, or billing information, or is found to have quality of care defects, or
has taken an action that results in the unnecessary admissions of an individual
entitled to benefits, unnecessary multiple admission of an individual, or other
inappropriate medical or other practices with respect to beneficiaries or billing
for services furnished to beneficiaries, the PRO, in conjunction with the fiscal
intermediary, shall, as appropriate:

a. Deny payment for or recoup (in whole or in part) any amount claimed or
paid for the inpatient hospital and professional services related to such
determination.

b. Require the hospital to take other corrective action necessary to
prevent or correct the inappropriate practice.

c. Advise the provider and beneficiary of appeal rights, as required by
Chapter 10 of this Regulation.

d. Notify OCHAMPUS of all such actions.

15-3



2. Findings related to a pattern of inappropriate practices. In all cases
where a pattern of inappropriate admissions and billing practices that have the
effect of circumventing the CHAMPUS DRG-based payment system is identified, OCHAMPUS
shall be notified of the hospital and practice involved.

3. Revision of coding relating to DRG validation. The following provisions
apply in connection with the DRG validation process set forth in subsection D.2. of
this chapter.

a. If the diagnostic and procedural information attezted to by the
attending physician is found to be inconsistent with the hospital's coding or DRG
assignment, the hospital's coding on the CHAMPUS claim will be appropriately changed
and payments recalculated on the basis of the appropriate DRG assignment.

b. If the information attested to by the physician as stipulated under
subsection E.2. of this chapter is found not to be correct, the PRO will change the
coding and assign the appropriate DRG on the basis of the changed coding.

F. PROCEDURES REGARDING CERTAIN SERVICES, INCLUDING SERVICES NOT COVERED BY
THE DRG-BASED PAYMENT SYST7M

Sections B. through E. of this chapter are directed to the context of services
covered by the CHAMPUS DRG-based payment system. The Director, OCHAMPUS, may
activate PRO program review (using the same PROs or other similar organizations) of
services not covered by the DRG-based payment system. For any such review activity
designated by the Director, OCHAMPUS, the provisions of sections G. through M. of
this chapter shall apply. In addition, the Director, OCHAMPUS, may establish
procedures, appropriate to the types of services to be reviewed, substantively
comparable to those applicable to services covered by the DRG-based payment system
pertaining to obligations of providers to cooperate in PRO program review
activities, authority to require precertification of services proposed to be
required and authorities to require appropriate corrective actions. The Director,
OCHAMPUS, may also establish such procedures for review of services which, although
covered by the DRG-based payment system, are also affected by some other special
circumstances concerning payment method, nature of care or other potential quality
or utilization issue.

G. PROCEDURES REGARDING INITIAL DETERMINATIONS

The CHAMPUS PROs shall establish and follow procedures for initial
determinations that are substantively the same or comparable to the procedures
applicable to Medicare under 42 CFR 466.83 to 466.104. In addition, these
procedures shall provide that a PRO's determination that an admission is medically
necessary is not a guarantee of payment by CHAMPUS; normal CHAMPUS benefit and
procedural coverage requirements must also be applied.

H. PROCEDURES REGARDING RECONSIDERATIONS

The CHAMPUS PROs shall establish and follow procedures for reconsiderations that
are substantively the same or comparable to the
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procedures applicable to reconsiderations under Medicare pursuant to 42 CFR 473.15
to 473.34, except that the time limit for requesting reconsideration (see 42 CFR
473.20(a)(1)) shall be 90 days. A PRO reconsidered determination is final and
binding upon all parties to the reconsideration except to the extent of any further
appeal pursuant to section I. of this chapter.

I. APPEALS AND HEARINGS

I. Beneficiaries may appeal a PRO reconsideration determination to OCHAMPUS
and obtain a hearing on such appeal to the extent allowed and under the procedures
set forth in Chapter 10, section D.

2. Except as provided in subsection 1.3., a PRO reconsidered determination may
not be further appealed by a provider.

3. A provider may appeal a PRO reconsideration determination to OCHAMPUS and
obtain a hearing on such appeal to the extent allowed under the procedures set forth
in Chapter 10, section D. if it is a determination pursuant to Chapter 4, section H.
that the provider knew or could reasonably have been expected to know that the
services were excludable.

4. For purposes of the hearing process, a PRO reconsidered determination shall
be considered as the procedural equivalent of a formal review determination under
Chapter 10.

5. The provisions of Chapter 10, section E. concerning final action shall
apply to hearings cases.

J. ACQUISITION, PROTECTION AND DISCLOSURE OF PEER REVIEW INFORMATION

The provisions of 42 CFR Part 476, except section 476.108, shall be applicable
to the CHAMPUS PRO program as they are to the Medicare PRO program.

K. LIMITED IMMUNITY FROM LIABILITY FOR PARTICIPANTS IN PRO PROGRAM

The provisions of section 1157 of the Social Security Act (42 U.S.C. 1320c-6)
are applicable to the CHAMPUS PRO program in the same manner as they apply to the
Medicare PRO program. Section 1102(g) of title 10, United States Code also applies
to the CHAMPUS PRO program.

L. ADDITIONAL PROVISION REGARDING CONFIDENTIALITY OF RECORDS

1. General rule. The provisions of 10 U.S.C. 1102 regarding the
confidentiality of medical quality assurance records shall apply to the activities
of the CHAMPUS PRO program as they do to the activities of the external civilian PRO
program that reviews medical care provided in military hospitals.

2. Specific applications.

a. Records concerning PRO deliberations are generally nondisclosable
quality assurance records under 10 U.S.C. 1102.
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b. Initial denial determinations by PROs pursuant to section G. of this
chapter (concerning medical necessity determinations, DRG validation actions, etc.)
and subsequent decisions regarding those determinations are not nondisclosable
quality assurance records under 10 U.S.C. 1102.

c. Information the subject of mandatory PRO disclosure under 42 CFR Part
476 is not a nondisclosable quality assurance record under 10 U.S.C. 1102.

M. OBLIGATIONS, SANCTIONS AND PROCEDURES

1. The provisions of 42 CFR 1004.1 - 1004.80 shall apply to the CHAMPUS PRO
program as they do the Medicare PRO program, except that the functions specified in
those sections for the Office of Inspector General of the Department of Health and
Human Services shall be the responsibility of OCHAMPUS.

2. The provisions of 42 U.S.C. section 1395ww(f)(2) concerning circumvention
by any hospital of the applicable payment methods for inpatient services shall apply
to CHAMPUS payment methods as they do to Medicare payment methods.

3. The Director, or a designee, of CHAMPUS shall determine whether to impose a
sanction pursuant to subsections M.1. and M.2. of this chapter. Providers may
appeal adverse sanctions decisions under the procedures set forth in Chapter 10,
section D.
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CHAPTER 16
SUPPLEMENTAL HEALTH CARE PROGRAM FOR ACTIVE DUTY MEMBERS

A. Purpose and applicability.

1. The purpose of this chapter is to implement, with respect to certain
hospital services provided under the supplemental health care program for active
duty members of the uniformed services, the provision of 10 U.S.C. 1074(c). This
statute authorizes DoD to establish for the supplemental care program the same
payment rules, subject to appropriate modifications, as apply under CHAMPUS.

2. This chapter applies to the program, known as the supplemental care
program, which provides for the payment by the uniformed services to private sector
health care providers for health care services provided to active duty members of
the uniformed services. Although not part of CHAMPUS, the supplemental care program
is similar to CHAMPUS in that it is a program for the uniformed services to purchase
civilian health care services for active duty members. For this reason, the
Director, OCHAMPUS, assists the uniformpd services in the administration of the
supplemental care program.

3. This chapter applies to inpatient hospital services covered by the CHAMPUS
DRG-based payment system.

B. Obligation of h')soitals concernin_!pazyment for supplemental health care for
active duty members. For a hospital covered by the CHAMPUS DRG-based payment system
to maintain its status as an authorized provider for CHAMPUS pursuant to Chapter 6,
that hospital must also be a participating provider for purposes of the supplemental
care program. As a participating provider, each hospital must accept the DRG-based
payment system amount determined pursuant to this chapter as payment in full for the
hospital services covered by the system. The failure of any hospital to comply with
this obligation subjects that hospital to exclusion as a CHAMPUS-authorized
provider.

C. General rule for pa!yment and administration Subject to the special rules and
procedures in Section D. of this chapter, and the waiver authority in Section E. of
this chapter, as a general rule the provisions of subsection A.1. of Chapter 14
shall govern payment and administration of claims from hospitals covered by the
CHAMPUS DRG-based payment system under the supplemental care program as they do
claims under CHAMPUS. To the extent necessary to interpret or implement the
provisions of subsection A.l. of Chapter 14, related provisions of DoD 6010.8-R
shall also be applicable.

D. Special. .rules nd procedures. As exceptions to the general rule in Section C.
of this chapter, the special rules and piocedures in this section shall govern
payment and administration of claims from hospitals covered by the CHAMPIIS DRG-based
payment system under the supplemental care program. These special rules and
procedures are subject to the waiver authority of Section E. of this chapter.

1. There is no patient cost sharing under the ;upplemental care program. All
amounts due to be paid to the provider shall be paid by the program.
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2. Preauthorization by the uniformed services of each hospital admission,
except for an emergency inpatient admission (the definition in Chapter 2 shall
apply), is required for the supplemental care program. It is the responsibility of
the active duty member to obtain preauthorization for each admission. With respect
to each emergency inpatient admission, after such time as the emergency condition is
addressed, authorization for any proposed continued stay must be obtained within two
working days of admission.

3. With respect to the filing of claims and similar administrative matters
under the CHAMPUS DRG-based payment system for which DoD 6010.8-R refers to
activities of the CHAMPUS fiscal intermediaries, for purposes of the supplemental
care program, responsibilities for claims processing, payment and some other
administrative matters will be assigned to the nearest military medical treatment
facility or medical c:laims office.

4. The annual cost pass-throughs for capital and direct medical education
costs that are available under the CHAMPUS DRG-based payment system are also
available, upon request, under the supplemental care program. To obtain payment
include the number of active duty bed days as a separate line item on the annual
request to the CHAMPUS fiscal intermediaries. The fiscal intermediaries will
process the requests on behalf of the supplemental :are program. However, payment
will be issued by the Department of Defense.

E. Waiver authority. With the exception of statutory requirements, any
restrictions or limitation pursuant to the general rule in Section C. and special
rules and procedures in Section D. may be waived by an authorized official of the
uniformed service concerned based on a determination that such waiver is necessary
to assure adequate availability of health care services to active duty members.

F. Authorities.

1. The Uniforme,. Services may establish additional procedures, consistent with
this chapter, for the effective administration of the supplemental care program in
their respective services.

2. The Assistant Secretary of Defense for Health Affairs is responsible for
the overall policy direction of the supplemental care program and the administration
of this chapter.
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2. Dependents of active duty members of the Uniformed Services.
CHAMPUS beneficiary or sponsor liability set forth for dependents of active duty

members is as follows:

a. Annual fiscal year deductible for outpatient services and supplies.

(1) For care rendered all eligible beneficiaries prior to

April 1, 1991, or when the active duty sponsor's pay grade is E-4 or below,
regardless of the date of care:

(a) Individual Deductible: Each beneficiary is liable
for the first fifty dollars ($50.00) of the CHAMPUS-determined allowable amount on
claims for care provided in the same fiscal year.

(b) Family Deductible: The total deductible amount for

all members of a family with the same sponsor during one fiscal year shall not
exceed one hundred dollars ($100.00).

(2) For care rendered on or after April 1, 1991, for all

CHAMPUS beneficiaries except dependents of active duty sponsors of pay grades E-4
or below:

(a) Individual Deductible: Each beneficiary is liable

for the first one hundred and fifty dollars ($150.00) of the CHAMPUS-determined
allowable amount on claims for care provided in the same fiscal year.

(b) Family Deductible: The total deductible amount for
all members of a family with the same sponsor during one fiscal year shall not

exceed three hundred dollars ($300.00).

(3) CHAMPUS-Approved Ambulatory Surgical Centers or Birthing

Centers. No deductible shall be applied to allowable amounts for services or
items rendered to active duty or authorized NATO dependents.

(4) Allowable Amount does not exceed Deductible Amount. If
fiscal year allowable amounts for two or more beneficiary members of a family
total less than $100.00 ($300.00 if 2.a.(2)(b) above applies), but none of the
beneficiary members submit a claim for over $50.00 ($150.00 if 2.a.(2)(a) above

applies), neither the family nor the individual deductible will have been met and
no CHAMPUS benefits 'are payable.

(5) For any family the outpatient deductible amounts will be
applied sequentially as the CHAMPUS claims are processed.

(6) If the fiscal year outpatient deductible under either

F.2.a.(1) or F.2.a.(2) above has been met by a beneficiary or a family through the |
submission of a claim or claims to a CHAMPUS flical intermediary in another
geographic location from the location where a current claim is being submitted,

the beneficiary or sponsor must obtain a deductible certificate from the CHAMPUS
fiscal intermediary where the applicable beneficiary or family fiscal year
deductible was met. Such deductible certificate must be attached to the current

claim being submitted for benefits. Failure to obtain a deductible certificate
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under such circumstances will result in a second beneficiary or family fiscal year
deductible being applied. However, this second deductible may be reimbursed once
appropriate documentation, as described in this subparagraph F.2.a.(6), is
supplied to the CHAMPUS fiscal intermediary applying the second deductible (refer
to section A. of Chapter 7 of this Regulation).

(7) Notwithstanding the dates specified in paragraphs
F.2.a.(l) and (2), in the case of the dependents of active duty members of rank
E-5 or above with Persian Gulf conflict service, the deductible shall be the
amount specified in paragraph (1) for care rendered prior to October 1, 1991, and
the amount specific in paragraph (2) for care rendered after October 1, 1991. For
purposes of the preceding sentence, a member with Persian Gulf conflict service is
a member who is, or was entitled to special pay for hostile fire/imminent danger
authorized by 37 U.S.C. 310, for services in the Persian Gulf area in connection
with Operation Desert Shield or Operation Desert Storm.

b. Inpatient cost-sharing. Dependents of active duty members of
the Uniformed Services or their sponsors are responsible for the payment of
the first $25 of the allowable institutional costs incurred with each covered
inpatient admission to a hospital or other authorized institutional provider
(refer to Chapter 6 of this Regulation), or the amount the beneficiary or
sponsor would have been charged had the inpatient care been provided in a
Uniformed Service hospital, whichever is greater.

NOTE: The Secretary of Defense (after consulting with the
Secretary of Health and Human Services and the Secre-
tary of Transportation) prescribes the fair charges
for inpatient hospital care provided through Uniformed
Services medical facilities. This determination is
made each fiscal year.

(1) Inpatient cost-sharing payable with each separate
inpatient
admission. A separate cost-sharing amount (as described in this subsection
F.2.) is payable for each inpatient admission to a hospital or other authorized
institution, regardless of the purpose of the admission (such as medical or
surgical), regardless of the number of times the beneficiary is admitted,
and regardless of whether or not the inpatient admissions are for the same
or related conditions; except that successive inpatient admissions shall be
deemed one inpatient confinement for the purpose of computing the inpatient
cost-share payable, provided not more than 60 days have elapsed between the
successive admissions. However, notwithstanding this provision, all admissions
related to a single maternity episode shall be considered one confinement,
regardless of the number of days between admissions (refer to section B of
this chapter).

(2) Multiple family inpatient admissions. A separate cost-
sharing amount is payable for each inpatient admission, regardless of whether
or not two or more beneficiary members of a family are admitted at the same
time or from the same cause (such as an accident). A separate beneficiary
inpatient cost-sharing amount must be applied for each separate admission on
each beneficiary member of the family.
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(3) Newborn patient in his or her own right. When a newborn
infant remains as an inpatient in his or her own right (usually after the
mother is discharged), the newborn child becomes the beneficiary and patient
and the extended inpatient stay becomes a separate inpatient admission. In
such a situation, a new, separate inpatient cost-sharing amount is applied.
If a multiple birth is involved (such as twins or triplets) and two or more
newborn infants become patients in their own right, a separate inpatient
cost-sharing amount must be applied to the inpatient stay for each newborn
child who has remained as an inpatient in his or her own right.

c. Outpatient cost-sharing. Dependents of active duty members of the
Uniformed Services or their sponsors are responsible for payment of 20 percent
of the CHAMPUS-determined allowable cost or charge beyond the annual fiscal
year deductible amount (as described in paragraph F.: a. of this chapter) for
otherwise covered services or supplies provided on an outpatient basis by
authorized providers.

d. Ambulatory surgery. Notwithstanding the above provisions per-
taining to outpatient cost-sharing, dependents of active duty members of the
Uniformed Services or their sponsors are responsible for payment of $25 for
surgical care that is authorized and received while in an outpatient status
and that has been designated in guidelines issued by the Director, OCHAMPUS,
or a designee.

3. Retirees, dependents of retirees, dependents of deceased active duty
members, and dependents of deceased retirees. CHAMPUS beneficiary liability
set forth for retirees, dependents of retirees, dependents of deceased active
duty members, and dependents of deceased retirees is as follows:

a. Annual fiscal year deductible for outpatient services or sup-
plies. The annual fiscal year deductible for otherwise covered outpatient
services or supplies provided retirees, dependents of retirees, dependents
of deceased active duty members, and dependents of deceased retirees, is
the same as the annual fiscal year outpatient deductible applicable to
dependents of active duty members of rank E-5 or above (refer to paragraph I
F.2.a.(l) or (2) of this chapter).

b. Inpatient cost-sharing. Cost-sharing amounts for inpatient
services shall be as follows:

(1) Services subject to the CHAMPUS DRG-based payment system.
The cost-share shall be the lesser of an amount calculated by multiplying a per
diem amount for each day of the hospital stay except the day of discharge or 25
percent of the hospital's billed charges. The per diem amount shall be
calculated so that total cost-sharing amounts for these beneficiaries
is equivalent to 25 percent of the CHAMPUS- determined allowable costs for covered
services or supplies provided on an inpatient basis by authorized providers.
The per diem amount shall be published annually by CHAMPUS.

(2) Services subject to the mental health per diem
payment system. The cost-share is dependent upon whether the hospital is
paid a hospital-specific per diem or a regional per diem under the
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provisions of subsection A.2. of Chapter 14. With respect to care paid

for on the basis of a hospital-specific per diem, the cost-share shall be
25Z of the hospital-specific per diem amount. For care paid for on the

basis of a regional per diem, the cost share shall be the lower of a fixed

daily amount or 25Z of the hospital's billed charges. The fixed daily
amount shall be 25Z of the per diem adjusted so that total

beneficiary cost-shares will equal 25 percent of total payments under the
mental health per diem payment system. This fixed daily amount shall be
updated annually and published in the Federal Register along with the
per diems published pursuant to subparagraph A.2.d.(2) of Chapter 14.

(3) Other services. For services exempt from the CHAMPUS
DRG-based payment system and the CHAMPUS mental health per diem payment

system and services provided by institutions other than hospitals, the
cost-share shall be 25Z of the CHAMPUS-determined allowable charges.

c. )utpatient cost-sharing. Retirees, dependents of retirees, de-

pendents of deceased active duty members, and dependents of deceased retirees
are responsible tor payment of 25 percent of the CHAMPUS-determined alluwable
costs or charges beyond the annual fiscal year deductible amount (as described
in paragraph F.2.a. of this chapter) for otherwise covered services or supplies

provided on an outpatient basis by authorized providers.

4. Former spouses. CHAMPUS beneficiary liability set fcrth for former

spouses eligible under the provisions of paragraph B.2.b. of Chapter 3 is as
follows:

a. Annual fiscal year deductible for outpatient services or

supplies. An eligible former spouse is responsible for the payment of the
first $150 of the CHAMPUS-determined reasonable costs or charges fur otherwise
covered outpatient serv•=es -r supplies provided in any one fiscal year. (Except
for services received prior to April 1, 1991, the deductible amoun. is $50.00).
The former spouse cannot contribute to, nor benefit from, any family deductible

of the member or former mtmber to whom the former spouse was married or of any
CHAMPUS-eligible children.

b. Inpatient cost-sharing. Eligible former spouses are responsible

for the payment of cost-sharing amount, the same as those required for
retirees, dependents of retirees, dependents of deceased active duty members, and
dependents of deceased retirees.

c. Outpatient cost-sharing. Eligible former spouses are responsible

for payment of 25 percent of the CHAMPUS-determined teasonable costs or charges
beyond the annual fiscal year deductible amount for otherwise covered services or

supplies provided on an outpatient basis by authorized providers.

5. Cost-Sharing under the Military-Civilian Health Services Partnership

Program. Cost-sharing is dependent upon the type of partnership program entered
into, whether external or internal. (See section P. of Chapter 1, for general

requirements of the Military-Civilian Health Services Partnership Program.)

a. External Partnership Agreement. Authorized costs associated with the

use of the civilian facility will be financed through CHAMPUS under the normal
cost-sharing and reimbursement procedures applicqble under CHAMPUS.
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b. Internal Partnership Agreement. Beneficiary cost-share under
internal agreements will be the same as charges prescribed for care in
military treatment facilities.

6. Amounts over CHAMPUS-determined allowable costs or charges. It is the
responsibility of the CHAMPUS fiscal intermediary to determine allowable costs for
services and supplies provided by hospitals and other institutions and allowable
charges for services and supplies provided by physicians, other individual
professional providers, and other providers. Such CHAMPUS-determined allowable
costs or charges are made in accordance with the provisions of Chapter 14. All
CHAMPUS benefits, including calculation of the CHAMPUS or beneficiary cost-sharing
amounts, are based on such CHAMPUS-determined allowable costs or charges. The
effect on the beneficiary when the billed cost or charge is over the
CHAMPUS-determined allowable amount is dependent upon whether or not the
applicable claim was submitted on a participating basis on behalf of the
beneficiary or submitted directly by the beneficiary on a nonparticipating basis
and on whether the claim is for inpatient hospital services subject to the CHAMPUS
DRG-based payment system. This provision applies to all classes of CHAMPUS
beneficiaries.

NOTE: When the provider "forgives" or "waives" any beneficiary liability, such
as amounts applicable to the annual fiscal year deductible for outpatient
services or supplies, or the inpatient or outpatient cost-sharing as
previously set forth in this section, the CHAMPUS-determined allowable
charge or cost allowance (whether payable to the CHAMPUS beneficiary or
sponsor, or to a participating provider) shall be reduced by the same
amount.

a. Participating provider. Under CHAMPUS, authorized professional
providers and institutional providers other than hospitals have the option of
participating on a claim-by-claim basis. Participation is required for inpatient
claims only for hospitals which are Medicare-participating providers. Hospitals
which are not Medicare-participating but which are subject to the CHAMPUS
DRG-based payment system in subsection A.1. of Chapter 14 must sign agreements to
participate on all CHAMPUS inpatient claims in order to be authorized providers
under CHAMPUS. All other hospitals may elect to participate on a claim-by-claim
basis. Participating providers must indicate participation by signing the
appropriate space on the applicable CHAMPUS claim form and submitting it to the
appropriate CHAMPUS fiscal intermediary. In the case of an institution or medical
supplier, the claim must be signed by an official having such authority. This
signature certifies that the provider has agreed to accept the CHAMPUS-determined
allowable charge or cost as payment in full for the medical services and supplies
listed on the specific claim form, and further has agreed to accept the amount
paid by CHAMPUS or the CHAMPUS payment combined with the cost-sharing amount paid
by or on behalf of the beneficiary as full payment for the covered medical
services or supplies. Therefore, when costs or charges are submitted on a
participating basis, the patient is not obligated to pay any amounts disallowed as
being over the CHAMPUS-determined allowable cost or charge for authorized medical
services or supplies.

b. Nonparticipating providers. Nonparticipating providers are those
providers who do not agree on the CHAMPUS claim form to participate and thereby do
not agree to accept the CHAMPUS-determined allowable costs or charges as the full
charge. For otherwise covered services and supplies provided by such
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nonparticipating CHAMPUS providers, payment is made directly to the beneficiary or

sponsor and the beneficiary is liable under applicable law for any amounts over
the CHAMPUS-determined allowable costs or charges. CHAMPUS shall have no

responsibility for any amounts over allowable costs or charges as determined by
CHAMPUS.

7. [Reserved]

8. Cost-sharing for services provided under special discount arrangements.

a. General rule. With respect to services determined by the Director,

OCHAMPUS (or designee) to be covered by Chapter 14, section I., the Director,
OCHAMPUS (or designee) has authority to establish, as an exception to the

cost-sharing amount normally required pursuant to this chapter, a different
cost-share amount that appropriately reflects the application of the statutory
cost-share to the discount arrangement.

b. Specific applications. The following are examples of applications

of the general rule; they are not all inclusive.

(1) In the case of services provided by individual health care

professionals and other noninstitutional providers, the cost-share shall be the

usual percentage of the CHAMPUS allowable charge determined under Chapter 14,
section I.

(2) In the case of services provided by institutional providers

normally paid on the basis of a pre-set amount (such as DRG-based amount under

Chapter 14, section A.1. or per-diem amount under Chapter 14, section A.2.), if
the discount rate is lower than the pre-set rate, the cost-share amount that would
apply for a beneficiary other than an active duty dependent pursuant to the normal
pre-set rate would be reduced by the same percentage by which the pre-set rate was
reduced in setting the discount rate.

G. EXCLUSIONS AND LIMITATIONS

In addition to any definitions, requirements, conditions, or limitations

enumerated and described in other chapters of this Regulation, the following
specifically are excluded from the Basic Program:

1. Not medically or psychologically necessary. Services and supplies
that are not medically or psychologically necessary for the diagnosis or
treatment of a covered illness (including mental disorder) or injury, for
the diagnosis and treatment of pregnancy, or for well-baby care.

2. Unnecessary diagnostic tests. X-ray, laboratory, and pathological

services and machine diagnostic tests not related to a specific illness or

injury or a definitive set of symptoms.

3. Institutional level of care. Services and supplies related to in-
patient stays in hospitals or other authorized institutions above the appro-
priate level required to provide necessary medical care.

4. Diagnostic admission. Services and supplies related to an inpatient
admission primarily to perform diagnostic tests, examinations, and procpdures

that could have been and are performed routinely on an outpatient basis.
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CHAPTER 7
CLAIMS SUBMISSION, REVIEW, AND PAYMENT

A. GENERAL

The Director, OCHAMPUS, or a designee, is responsible for ensuring that
benefits under CHAMPUS are paid only to the extent described in this Regulation.
Before benefits can be paid, an appropriate claim must be submitted that includes
sufficient information as to beneficiary identification, the medical services
and supplies provided, and double coverage information, to permit proper,
accurate, and timely adjudication of the claim by the CHAMPUS fiscal inter-
mediary or OCHAMPUS. Subject to such definitions, conditions, limitations,
exclusions, and requirements as may be set forth in this Regulation, the

,following are the CHAMPUS claim filing requirements:

1. CHAMPUS identification card required. A patient shall present his or
her applicable CHAMPUS identification card (that is, Uniformed Services identi-
fication card) to the authorized provider of care that identifies the patient
as an eligible CHAMPUS beneficiary (refer to Chapter 3 of this Regulation).

2. Claim required. No benefit may be extended under the Basic Program or
PFTH without the submission of a complete and properly executed appropriate
claim form.

3. Responsibility for perfect ng clakim. It is the responsibility of the
CHAMPUS beneficiary or sponsor or the authorized provider acting on behalf of
the CHAMPUS beneficiary to perfect a claim for submission to the appropriate
CHAMPUS fiscal intermediary. Neither a CHAMPUS fiscal intermediary nor
OCHAMPUS is authorized to prepare a claim on behalf of a CHAMPUS beneficiary.

4. Obtaining appropriate claim form. CHAMPUS provides specific CHAMPUS
forms appropriate for making a claim for benefits for various types of medical
services and supplies (such as hospital, physician, or prescription drugs).
Claim forms may be obtained from the appropriate CHAMPUS fiscal intermediary
who processes claims for the beneficiary's state of residence, from the
Director, OCHAMPUS, or a designee, or from CHAMPUS health benefits advisors
(HBAs) located at all Uniformed Services medical facilities.

5. Prepayment not required. A CHAMPUS beneficiary or sponsor is not
required to pay for the medical services or supplies before submitting a claim
for benefits.

6. Deductible certificate. If the fiscal year outpatient deductible, as
defined in Chapter 4.F.2, of this regulation, has been met by a beneficiary or a
family through the submission of a claim or claims to a CHAMPUS fiscal
intermediary in a geographic location different from the location where a current
claim is being submitted, the beneficiary or sponsor must obtain a deductible
certificate from the CHAMPUS fiscal intermediary where the applicable individual
or family fiscal year deductible was met. Such deductible certificate must be
attached to the current claim being submitted for benefits. Failure to obtain a
deductible certificate under such circumstances will result in a second individual
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or family fiscal year deductible being applied. However, this second deductible
may be reimbursed once appropriate documentation, as described in this sub-
section, is supplied to the CHAMPUS fiscal intermediary applying the
second deductible (refer to section F.2.(a)(6) of Chapter 4 of this Regulation).

7. Nonavailability Statement (DD Form 1251). In some geographic locations
or under certain circumstances, it is necessary for a CHAMPUS beneficiary to
determine whether the required medical care can be provided through a Uniformed
Services facility. If the required medical care cannot be provided by the
Uniformed Services facility, a Nonavailability Statement will be issued.
When required (except for emergencies), this Nonavailability Statement must
be issued before medical care is obtained from civilian sources. Failure to
secure such a statement will waive the beneficiary's rights to benefits under
CHAMPUS, subject to appeal to the appropriate hospital commander (or higher
medical authority).

a. Rules applicable to issuance of Nonavailability Statement. The
ASD(HA) has issued DoD Instruction 6015.19 (reference (gg)) that contains
rules for the issuance of Nonavailability Statements. Such rules may change
depending on the current situations.

b. Beneficiary responsibility. The beneficiary shall ascertain
whether or not he or she resides in a geographic area that requires obtaining
a Nonavailability Statement. Information concerning current rules may be
obtained from the CHAMPUS fiscal intermediary concerned, a CHAMPUS HBA or
the Director, OCHAMPUS, or a designee.

c. Rules in effect at time civilian care is provided apply. The
applicable rules regarding Nonavailability Statements in effect at the time
the civilian care is rendered apply in determining whether a Nonavailability
Statement is required.

d. Nonavailability Statement must be filed with applicable claim.
When a claim is submitted for CHAMPUS benefits that includes services for
which a Nonavailability Statement is required, such statement must be
submitted along with the claim form.

B. INFORMATION REQUIRED TO ADJUDICATE A CHAMPUS CLAIM

Claims received that are not completed fully and that do not provide the
following minimum information may be returned. If enough space is not avail-
able on the appropriate claim form, the required information must be attached
separately and include the patient's name and address, be dated, and signed.

1. Patient's identification information. The following patient identi-
fication information must be completed on every CHAMPUS claim form submitted
for benefits before a claim will be adjudicated and processed:

a. Patient's full name.

b. Patient's residence address.

c. Patient's date of birth. 7
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Prosthetic Device (Prosthesis). An artificial substitute for a missing
body part.

Provider. A hospital or other institutional provider, a physician, or
other individual professional provider, or other provider of services or
supplies as specified in Chapter 6 of this Regulation.

Provider Exclusion and Suspension. The terms "exclusion" and
"suspension", when referring to a provider under CHAMPUS, both mean the
denial of status as an authorized provider, resulting in items, services, or
supplies furnished by the provider not being reimbursed, directly or
indirectly, under CHAMPUS. The terms may be used interchangeably to refer to
a provider who has been denied status as an authorized CHAMPUS provider based
on 1) a criminal conviction or civil judgment involving fraud, 2) an
administrative finding of fraud or abuse under CHAMPUS, 3) an administrative
finding that the provider has been excluded or suspended by another agency of
the Federal Government, a state, or a local licensing authority, 4) an
administrative finding that the provider has knowingly participated in a
conflict of interest situation, or 5) an administrative finding that it is in
the best interests of the CHAMPUS or CHAMPUS beneficiaries to exclude or
suspend the provider.

Provider Termination. When a provider's status as an authorized CHAMPUS
provider is ended, other than through exclusion or suspension, based on a
finding that the provider does not meet the qualifications, as set forth in
Chapter 6 of this Regulation, to be an authorized CHAMPUS provider.

Psychiatric emergency. A psychiatric inpatient admission is an emergency
when, based on a psychiatric evaluation performed by a physician (or other
qualified mental health care professional with hospital admission authority),
the patient is at immediate risk of serious harm to self or others as a
result of a mental disorder and requires immediate continuous skilled
observation at the acute level of care.

Radiation Therapy Services. The treatment of diseases by x-ray, radium,
or radioactive isotopes when ordered by the attending physician.

Referral. The act or an instance of referring a CHAMrUS beneficiary to
another authorized provider to obtain necessary medical treatment. Under
CHAMPUS, only a physician may make referrals.

Registered Nurse. A person who is prepared specially in the scientific
basis of nursing, who is a graduate of a school of nursing, and who is regis-

tered for practice after examination by a state board of nurse examiners or
similar regulatory authority, who holds a current, valid license, and who is
entitled legally to use the designation R.N.

Representative. Any person who has been appointed by a party to the ini-
tial determination as counsel or advisor and who is otherwise eligible to
serve as the counsel or advisor of the party to the initial determination,
particularly in connection with a hearing.p
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Resident (Medical). A graduate physician or dentist who has an M.D. or
D.O. degree, or D.D.S. or D.M.D. degree, respectively, is licensed to
practice, and who chooses to remain on the house staff of a hospital to get
further training that will qualify him or her for a medical or dental
specialty.

Residential Treatment Center (RTC). A facility (or distinct part of a
facility) which meets the criteria in Chapter 6.B.4.

Retiree. A member or former member of a Uniformed Service who is
entitled to retired, retainer, or equivalent pay based on duty in a Uniformed
Service.

Routine Eye Examinations. The services rendered in order to determine
the refractive state of the eyes.

Sanction. For purpose of Chapter 9, "sanction" means a provider
exclusion, suspension, or termination.

Secondary Payer. The plan or program whose medical benefits are payable
in double coverage situations only after the primary payer has adjudicated
the claim.

Semiprivate Room. A room containing at least two beds. If a room is
designated publicly as a semiprivate accommodation by the hospital or other
authorized institutional provider and contains multiple beds, it qualifies as
a semiprivate room for the purposes of CHAMPUS.

Skilled Nursing Facility. An institution (or a distinct part of an
institution) that meets the criteria as set forth in subsection B.4. of
Chapter 6 of this Regulation.

Skilled Nursing Service. A service that can only be furnished by an
R.N., or L.P.N. or L.V.N., and is required to be performed under the
supervision of a physician to ensure the safety of the patient and achieve
the medically desired result. Examples of skilled nursing services are
intravenous or intramuscular injections, levin tube or gastrostomy feedings,
or tracheotomy aspiration and insertion. Skilled nursing services are other
than those services that provide primarily support for the essentials of
daily living or that could be performed by an untrained adult with minimum
instruction or supervision.

Special Tutoring. Teaching or instruction provided by a private teacher
to an individual usually in a private or separate setting to enhance the
educational development of an individual in one or more study areas.

Spectacles, Eyeglasses, and Lenses. Lenses, including contact lenses,
that help to correct faulty vision.

Sponsor. An active duty member, retiree, or deceased active duty member
or retiree, of a Uniformed Service upon whose status his or her dependents'
eligibility for CHAMPUS is based.

Spouse. A lawful wife or husband regardless of whether or not dependent
upon the active duty member or retiree.
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c. Documentation for preauthorization - approved treatment plan.
A request for preauthorization described in subsection A.11. of this chapter,
requires submission of a detailed treatment plan, in accordance h
guidelines and procedures issued by the Director, OCHAMPUS.

d. Other preauthorization requirements

(1) The Director, OCHAMPUS, or a designee, shall respond to
all requests for preauthorization in writing and shall send notification of
approval or denial to the beneficiary.

(2) The Director, OCHAMPUS, or a designee, shall specify, in
the approved preauthorization, the services and supplies the approval covers.

(3) An approved preauthorization is valid only for 90 days
from the date of issuance. If the preauthorized services and supplies are
not obtained or commenced within the 90-day period, a new preauthorization
request is required.

(4) A preauthorization may set forth other special limits or
requirements as indicated by the particular case or situation for which
preauthorization is being issued.

12. Utilization review, quality assurance and preauthorization for
inpatient mental health services.

a. In general. The Director, OCHAMPUS shall provide, either
directly or through contract, a program of utilization and quality review for
all mental health care services. Among other things, this program shall
include mandatory preadmission authorization before nonemergency inpatient
mental health services may be provided and mandatory approval of continuation
of inpatient services within 72 hours of emergency admissions. This program
shall also include requirements for other pretreatment authorization
procedures, concurrent review of continuing inpatient and outpatient care,
retrospective review, and other such procedures as determined appropriate by
the Director, OCHAMPUS. The provisions of paragraph H of this chapter and
paragraph F, Chapter 15, shall apply to this program. The Director,
OCHAMPUS, shall establish, pursuant to paragraph F., Chapter 15, procedures
substantially comparable to requirements of paragraph H of this chapter and
Chapter 15. If the utilization and quality review program for mental health
care services is provided by contract, the contractor(s) need not be the same
contractor(s) as are engaged under Chapter 15 in connection with the review
of other services.

b. Preadmission authorization.

(i) This section generally requires presdmiR~ion authorization
for all nonemergency inpatient mental health services and prompt continued stay
authorization after emergency admissions. Institutional services for which
payment would otherwise be authorized, but which were provided without
compliance with preadmission authorization requirements, do not qualify for the
same payment that would be provided if the preadmission requirements had been
met.
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(2) In cases of noncompliance with preadmission authorization
requirements, institutional payment will be reduced by the amount attributable
to the days of services without the appropriate certification up to a maximum
of five days of services. In cases in which payment is determined on a
prospectively set per-discharge basis (such as the DRG-based payment system),
the reduction shall be $500 for each day of services provided without the
appropriate preauthorization, up to a maximum of five days of services.

(3) For purposes of paragraph A.12.b.(2) of this chapter, a day
of services without the appropriate preauthorization is any day of services
provided prior to:

(a) the receipt of an authorization; or

(b) the effective date of an authorization subsequently
received.

(4) Services for which payment is disallowed under paragraph
A.12.b.(2) of this chapter may not be billed to the patient (or the patient's
family).

13. Implementin instructions. The Director, OCHAMPUS, or a designee,
shall issue policies, instructions, procedures, guidelines, standards, or
criteria as may be necessary to implement the intent of this Regulation.

B. INSTITUTIONAL BENEFITS

1. General. Services and supplies provided by an institutional provider
authorized as set forth in Chapter 6 of this Regulation may be cost-shared only
when such services or supplies (i) are otherwise authorized by this Regulation;
(ii) are medically necessary; (iii) are ordered, directed, prescribed, or
delivered by an OCHAMPUS-authorized individual professional provider as set
forth in Chapter 6 of this Regulation or by an employee of the authorized
institutional provider who is otherwise eligible to be a CHAMPUS authorized
individual professional provider; (iv) are delivered in accordance with
generally accepted norms for clinical practice in the United States; (v) meet
established quality standards; and (vi) comply with applicable definitions,
conditions, limitations, exceptions, or exclusions as otherwise set forth in
this Regulation.

a. Billin~gpractices. To be considered for benefits under this
section B., covered services and supplies must be provided and hilled for by a
hospital or other authorized institutional provider. Such billings must be
fully itemized and sufficiently descriptive to permit CHAMPUS to determine
whether benefits are authorized by this Regulation. In the case of continuous
care, claims shall be submitted to the appropriate CHAMPUS fiscal intermediary
at least every 30 days either by the henefi iaty or spoinsor or, on a
participating basis, directly by the facility on behalf of the beneficiary
(refer to Chapter 7).
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b. Successive inpatient admissions. Successive inpatient admissions
shall be deemed one inpatient confinement for the purpose of computing the
active duty dependent's share of the inpatient institutional charges, provided
not more than 60 days have elapsed between the successive admissions, except
that successive inpatient admissions related to a single maternity episode
shall be considered one confinement, regardless of the number of days between
admissions. For the purpose of applying benefits, successive admissions will
be determined separately for maternity admissions and admissions related to an
accidental injury (refer to section F. of this chapter).

c. Related services and supplies. Covered services and supplies
must be rendered in connection with and related directly to a covered diagnosis
or definitive set of symptoms requiring otherwise authorized medically
necessary treatment.

d. Inpatient, appropriate level required. For purposes of inpatient
care, the level of institutional care for which Basic Program benefits may be
extended must be at the appropriate level required to provide the medically
necessary treatment. If an appropriate lower level care facility is adequate,
but is not available in the general locality, benefits may be continued in the
higher level care facility, but CHAMPUS institutional benefit payments shall be
limited to the allowable cost that would have been incurred in the appropriate
lower level care facility, as determined by the Director, OCHAMPUS, or a
designee. If it is determined that the institutional care can be provided
reasonably in the home setting, no CHAMPUS institutional benefits are payable.

e. General or special education not covered. Services and supplies
related to the provision of either regular or special education generally are
not covered. Such exclusion applies whether a separate charge is made for
education or whether it is included as a part of an overall combined daily
charge of an institution. In the latter instance, that portion of the overall
combined daily charge related to education must be determined, based on the
allowable costs of the educational component, and deleted from the
institution's charges before CHAMPUS benefits can be extended. The only
exc:eption is when appropriate education is not available from or not payable by
the cognizant public entity. Each case must be referred to the Director,
OCHAMPUS, or a designee, for review and a determination of the applicability of
CHAMPUS benefits.

2. Covered hospital services and supplies

a. Room and board. Includes special diets, laundry services, and
other general housekeeping support services (inpatient only).

b. General staff nursingservices.
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k. Chemotherapy.

1. Psychological evaluation tests. When required by the
diagnosis.

m. Renal and peritoneal dialysis.

n. Other medical services. Other medical services may be authorized
by the Director, OCHAMPUS, or a designee, provided they are related directly
to the diagnosis or definitive set of symptoms and rendered by a member of the
institution's medical or professional staff (either salaried or contractual)
and billed for by the authorized institutional provider of care.

4. Services and supplies provided by RTCs

a. Room and board. Includes use of residential facilities such as
food service (including special diets), laundry services, supervised reason-
able recreational and social activity services, and other general services as
considered appropriate by the Director, OCHAMPUS, or a designee.

b. Patient assessment. Includes the assessment of each child or
adolescent accepted by the RTC, including clinical consideration of each of
his or her fundamental needs, that is, physical, psychological, chronological
age, developmental level, family, educational, social, environmental, and
recreational.

c. Diagnostic services. Includes clinical laboratory examinationq,
x-ray examinations, pathological examinations, and machine tests that produce
hard-copy results.

d. Psychological evaluation tests.

e. Treatment of mental disorders. Services and supplies that are
medically or psychologically necessary to diagnose and treat the mental disorder
for which the patient was admitted to the RTC. Covered services and require-
ments for qualifications of providers are as listed in paragraph C.3.i. of
this chapter.

f. Other necessary medical care. Emergency medical services or other
authorized medical care may be rendered by the RTC provided it is professionally
capable of rendering such services and meets standards required by the
Director, OCHAMPUS. It is intended, however, that CHAMPUS payments to an RTC
should primarily cover those services and supplies directly related to the
treatment of mental disorders that require residential care.

g. Criteria for determining medical or psychological necessity. In
determining the medical or psychological necessity of services and supplies
provided by RTCs, the evaluation conducted by the Director, OCHAMPUS (or
designee) shall consider the appropriate level of care for the patient, the
intensity of services required by the patient, and the availability of that
care. In addition to the criteria set forth in this paragraph B.4. of this
chapter, additional evaluation standards, consistent with such criteria, may be
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adopted by the Director, OCHAMPUS (or designee). RTC services and supplies shall
not be considered medically or psychologically necessary unless, at a minimum,
all the following criteria are clinically determined in the evaluation to be
fully met:

(1) Patient has a diagnosable psychiatric disorder.

(2) Patient exhibits patterns of disruptive behavior with evidence
of disturbances in family functioning or social relationships and persistent
psychological and/or emotional disturbances.

(3) RTC services involve active clinical treatment under an
individualized treatment plan that provides for:

(a) Specific level of care, and measurable goals/objectives
relevant to each of the problems identified;

(b) Skilled interventions by qualified mental health
professionals to assist the patient and/or family;

(c) Time frames for achieving proposed outcomes; and

(d) Evaluation of treatment progress to include timely
reviews and updates as appropriate of the patient's treatment plan that reflects
alterations in the treatment regimen, the measurable goals/objectives, and the
level of care required for each of the patient's problems, and explanations of
any failure to achieve the treatment goals/objectives.

(4) Unless therapeutically contraindicated, the family and/or
guardian must actively participate in the continuing care of the patient either
through direct involvement at the facility or geographically distant family
therapy. (In the latter case, the treatment center must document that there has
been collaboration with the family and/or guardian in all reviews.)

h. Preauthorization requirement.

(1) All admissions to RTC care are elective and must be certified
as medically/psychologically necessary prior to admission. The criteria for
preauthorization shall he those set forth in paragraph B.4.g. of this chapter.
In applying those criteria in the context of preadmission authorization review,
special emphasis is placed on the development of a specific diagnosis/treatment
plan, consistent with those criteria and reasonably expected to be effective, for
that individual patient.

(2) The timetable for development of the individualized treatment
plan shall be as follows:

(a) The plan must be under development at the time of the
admission.
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(b) A preliminary treatment plan must be established within
24 hours of the admission.

(c) A master treatment plan must be established within ten
calendar days of the admission.

(3) The elements of the individualized treatment plan must
include:

(a) The diagnostic evaluation that establishes the necessity
for the admission;

(b) An assessment regarding the inappropriateness of services
at a less intensive level of care;

(c) A comprehensive, biopsychosocial assessment and
diagnostic formulation;

(d) A specific individualized treatment plan that integrates
measurable goals/objectives and their required level of care for each of the
patient's problems that are a focus of treatment;

(e) A specific plan for involvement of family members, unless
therapeutically contraindicated; and

(f) A discharge plan, including an objective of referring the
patient to further services, if needed, at less intensive levels of care within
the benefit limit period.

(4) Preauthorization requests should be made not less than two
business days prior to the planned admission. In general, the decision regarding
preauthorization shall be made within one business day of receipt of a request
for preauthorization, and shall be followed with written confirmation.
Preauthorizations are valid for 90 days.

i. Concurrent review. Concurrent review of the necessity for
continued stay will be conducted no less frequently than every 30 days. The
criteria for concurrent review shall be those set forth in paragraph B.4.g. of
this chapter. In applying those criteria in the context of concurrent review,
special emphasis is placed on evaluating the progress being made in the active
individualized clinical treatment being provided and on developing appropriate
discharge plans.

5. Extent of institutional benefits

a. Inpatient room accommodations

(1) Semiprivate. The allowable costs for room and board fur-
nished an individual patient are payable for semiprivate accommodations in a
hospital or other authorized institution, subject to appropriate cost-sharing
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provisions (refer to section F. of this chapter). A semiprivate accommoda-
tion is a room containing at least two beds. Therefore, if a room publicly
is designated by the institution as a semiprivate accommodation and contains
multiple beds, it qualifies as semiprivate for the purpose of CHAMPUS.

(2) Private. A room with one bed that is designated as a private
room by the hospital or other authorized institutional provider. The allow-
able cost of a private room accommodation is covered only under the following
conditions:

(a) When its use is required medically and when the attending
physician certifies that a private room is necessary medically for the proper
care and treatment of a patient; or

(b) When a patient's medical condition requires isolation;
or

(c) When a patient (in need of immediate inpatient care but
not requiring a private room) is admitted to a hospital or other authorized
institution that has semiprivate accommodations, but at the time of admission,
such accommodations are occupied; or

(d) When a patient is admitted to an acute care hospital
(general or special) without semiprivate rooms.

(3) Duration of private room stay. The allowable cost of private
accommodations is covered under the circumstances described in subparagraph
B.5.a.(2) of this chapter until the patient's condition no longer requires
the private room for medical reasons or medical isolation; or, in the case
of the patient not requiring a private room, when a semiprivate accommoda-
tion becomes available; or, in the case of an acute care hospital (general
or special) which does not have semiprivate rooms, for the duration of an
otherwise covered inpatient stay.

(4) Hospital (except an acute care hospital, general or spe-
cial) or other authorized institutional provider without semiprivate accom-
modations. When a beneficiary is admitted to a hospital (except an acute
care hospital, general or special) or other institution that has no semi-
private accommodations, for any inpatient day when the patient qualifies for
use of a private room (as set forth in subparagraphs B.5.a.(2)(a) and (b),
above), the allowable cost of private accommodations is covered. For any
inpatient day in such a hospital or other authorized institution when the
patient does not require medically the private room, the allowable cost of
semiprivate accommodations is covered, such allowable costs to be determined
by the Director, OCHAMPUS, or a designee.

b. General staff nursink services. General staff nursing services
cover all nursing care (other than that provided by private duty nurses) in-
cluding, but not limited to, general duty nursing, emergency room nursing,
recovery room nursing, intensive nursing care, and group nursing arrange-
ments. Only nursing services provided by nursing personnel on the payroll
of the hospital or other authorized institution are eligible under this
section B. If a nurse who is not on the payroll of the hospital or other
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authorized institution is called in specifically to care for a single
patient (individual nursing) or more than one patient (group nursing),
whether the patient is billed for the nursing services directly or through
the hospital or other institution, such services constitute private duty
(special) nursing services and are not eligible for benefits under this
paragraph (the provisions of paragraph C.2.o. of this chapter would apply).

c. ICU. An ICU is a special segregated unit of a hospital in which
patients are concentrated, by reason of serious illness, usually without
regard to diagnosis. Special lifesaving techniques and equipment are avail-
able regularly and immediately within the unit, and patients are under contin-
uous observation by a nursing staff specially trained and selected for the
care of this type of patient. The unit is maintained on a continuing, rather
than an intermittent or temporary, basis. It is not a postoperative recovery
room or a postanesthesia room. In some large or highly specialized hospitals,
the ICUs may be refined further for special purposes, such as for respiratory
conditions, cardiac surgery, coronary care, burn care, or neurosurgery. For
purposes of CHAMPUS, these specialized units would be considered ICUs if they
otherwise conformed to the definition of an ICU.

d. Treatment rooms. Standard treatment rooms include emergency
rooms, operating rooms, recovery rooms, special treatment rooms, and hyper-
baric chambers and all related necessary medical staff and equipment. To be
recognized for purposes of CHAMPUS, treatment rooms must be so designated and
maintained by the hospital or other authorized institution on a continuing
basis. A treatment room set up on an intermittent or temporary basis would
not be so recognized.

e. Pr Drugs and medicines are included as a
supply of a hospital or other authorized institution only under the following
conditions:

(1) They represent a cost to the facility rendering treatment;

(2) They are furnished to a patient receiving treatment, and
are related directly to that treatment; and

(3) They are ordinarily furnished by the facility for the care
and treatment of inpatients.

f. Durable medical equj.pent, medical suplies, and dressings.
Durable medical equipment, medical supplies, and dressings are included as
a supply of a hospital or other authorized institiution only under the fol-
lowing conditions:

(1) If ordinarily furnished by the facility for the care and
treatment of patients; and

(2) If specifically related to, and in connection with, the
condition for which the patient is being treated; and
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(3) If ordinarily furnished to a patient for use in the hospital
or other authorized institution (except in the case of a temporary or dispos-
able item); and

(4) Use of durable medical equipment is limited to those items
provided while the patient is an inpatient. If such equipment is provided
for use on an outpatient basis, the provisions of section D. of this chapter
apply.

g. Transitional use items. Under certain circumstances, a tem-
porary or disposable item may be provided for use beyond an inpatient stay,
when such item is necessary medically to permit or facilitate the patient's
departure from the hospital or other authorized institution, or which may be
required until such time as the patient can obtain a continuing supply; or it
would be unreasonable or impossible from a medical standpoint to discontinue
the patient's use of the item at the time of termination of his or her stay
as an inpatient.

h. Anesthetics and oxygen. Anesthetics and oxygen and their admini-
stration are considered a service or supply if furnished by the hospital or
other authorized institution, or by others under arrangements made by the
facility under which the billing for such services is made through the
facility.

6. Inpatient mental health services. Inpatient mental health services
are those services furnished by institutional and professional providers for
treatment of a nervous or mental disorder (as defined in Chapter 2) to a
patient admitted to a CHAMPUS-authorized acute care general hospital; a
psychiatric hospital; or, unless otherwise exempted, a specialized treatment
facility.

a. Criteria for determininR medical or psychological necessity. In
determining the medical or psychological necessity of acute inpatient mental health
services, the evaluation conducted by the Director, OCHAMPUS (or designee) shall
consider the appropriate level of care for the patient, the intensity of services
required by the patient, and the availability of that care. The purpose of such
acute inpatient care is to stabilize a life-threatening or severely disabling
condition within the context of a brief, intensive model of inpatient care in order
to permit management of the patient's condition at a less intensive level of care.
Such care is appropriate only if the patient requires services of an intensity and
nature that are generally recognized as being effectively and safely provided only
in an acute inpatient hospital setting. In addition to the criteria set forth in
this paragraph B.6. of this chapter, additional evaluation standards, consistent
with such criteria, may be adopted by the Director, OCHAMPUS (or designee). Acute
inpatient care shall not be considered necessary unless the patient needs to be
observed and assessed on a 24-hour basis by skilled nursing staff, and/or requires
continued intervention by a multidisciplinary treatment team; and in addition, at
least one of the following criteria is determined to be met:

(1) Patient poses a serious risk of harm to self and/or others.

(2) Patient is in need of high dosage, intensive medication or
somatic and/or psychological treatment, with potentially serious side effects.

(3) Patient has acute disturbances of mood, behavior, or thinking.
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b. Emergency admissions. Admission to an acute inpatient hospital

setting may be on an emergency or on a non-emergency basis. In order for an
admission to qualify as an emergency, the following criteria, in addition to those
in paragraph B.6.a. of this chapter, must be met:

(1) the patient must be at immediate risk of serious harm to self
and or others based on a psychiatric evaluation performed by a physician (or other
qualified mental health professional with hospital admission authority); and

(2) the patient requires immediate continuous skilled observation
and treatment at the acute psychiatric level of care.

c. Preauthorization requirements.

(1) All non-emergency admissions to an acute inpatient hospital
level of care must be authorized prior to the admission. The criteria for
preauthorization shall be those set forth in paragraph B.6.a. of this chapter. In
applying those criteria in the context of preauthorization review, special emphasis

is placed on the development of a specific individualized treatment plan,
consistent with those criteria and reasonably expected to be effective, for that

individual patient.

(2) The timetable for development of the individualized treatment

plan shall be as follows:

(a) The development of the plan must begin immediately upon

admission.

(b) A preliminary treatment plan must be established within 24

hours of the admission.

(c) A master treatment plan must be established within five
calendar days of the admission.

(3) The elements of the individualized treatment plan must include:

(a) The d,.agnostic evaluation that establishes the necessity
for the admission;

(b) An assessment regarding the inappropriateness of services
at a less intensive level of care;

(c) A comprehensive biopsychosocial assessment and diagnostic
formulation;

(d) A specific individualized treatment plan that integrates

measurable goals/objectives and their required level of care for each of the
patient's problems that are a focus of treatment;

(e) A specific plan for involvement of family members, unless

therapeutically contraindicated; and
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(f) A discharge plan, including an objective of referring the
patient to further services, if needed, at less intensive levels of care within the
benefit limit period.

(4) The request for preauthorization must be received by the
reviewer designated by the Director, OCHAMPUS prior to the planned admission. In
general, the decision regarding preauthorization shall be made within one business
day of receipt of a request for preauthorization, and shall be followed with
written confirmation. In the case of an authorization issued after an admission
resulting from approval of a request made prior to the admission, the effective
date of the certification shall be the date of the receipt of the request.
However, if the request on which the approved authorization is based was made after
the admission (and the case was not an emergency admission), the effective date of
the authorization shall be the date of approval.

(5) Authorization prior to admission is not required in-the case of
a psychiatric emergency requiring an inpatient acute level of care, but
authorization for a continuation of services must be obtained promptly. Admissions
resulting from a bona fide psychiatric emergency should be reported within 24 hours
of the admission or the next business day after the admission, but must be reported
to the Director, OCHAMPUS or a designee, within 72 hours of the admission. In the
case of an emergency admission authorization resulting from approval of a request
made within 72 hours of the admission, the effective date of the authorization
shall be the date of the admission. However, if it is determined that the case was
not a bona fide psychiatric emergency admission (but the admission can be
authorized as medically or psychologically necessary), the effective date of the
authorization shall be the date of the receipt of the request.

d. Concurrent review. Concurrent review of the necessity for continued
stay will be conducted. The criteria for concurrent review shall be those set
forth in paragraph B.6.a. of this chapter. In applying those criteria in the
context of concurrent review, special emphasis is placed on evaluating the progress
being made in the active clinical treatment being provided and on
developing/refining appropriate discharge plans. In general, the decision
regarding concurrent review shall be made within one business day of the review,
and shall be followed with written confirmation.

7. Emergency inpatient hospital services. In the case of a medical
emergency, benefits can be extended for medically necessary inpatient services
and supplies provided to a beneficiary by a hospital, including hospitals
that do not meet CHAMPUS standards or comply with the provisions of title VI
of the Civil Rights Act (reference (z)), or satisfy other conditions herein
set forth. In a medical emergency, medically necessary inpatient services and
supplies are those that are necessary to prevent the death or serious impair-
ment of the health of the patient, and that, because of the threat to the life
or health of the patient, necessitate, the use of the most accessible hospital
available and equipped to furnish such services. The availability of benefits
depends upon the following three separate findings and continues only as long
as the emergency exists, as determined by medical review. If the case quali-
fied as an emergency at the time of admission to an unauthorized institutional
provider and the emergency subsequently is determined no longer to exist,
benefits will be extended up through the date of notice to the beneficiary and
provider that CHAMPUS benefits no longer are payable in that hospital.
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a. Existence of medical emergency. A determination that a medical
emergency existed with regard to the patient's condition;

b. Immediate admission required. A determination that the condition
causing the medical emergency required immediate admission to a hospital to
provide the emergency care; and

c. Closest hospital utilized. A determination that diagnosis or
treatment was received at the most accessible (closest) hospital available and
equipped to furnish the medically necessary care.

8. RTC day limit.

a. With respect to mental health services provided on or after October
1, 1991, benefits for residential treatment are generally limited to 150 days in a
fiscal year or 150 days in an admission (not including days of care prior to
October 1, 1991). The RTC benefit limit is separate from the benefit limit for
acute inpatient mental health care.

b. Waiver of the RTC day limit.

(1) There is a statutory presumption against the appropriateness of
residential treatment services in excess of the 150 day limit. However, the
Director, OCHAMPUS, (or designee) may in special cases, after considering the
opinion of the peer review designated by the Director (involving a health
professional who is not a federal employee) confirming that applicable criteria
have been met, waive the RTC benefit limit in paragraph B.8.a. of this chapter and
authorize payment for care beyond that limit.

(2) The criteria for waiver shall be those set forth in paragraph
B.4.g. of this chapter. In applying those criteria to the context of waiver
request reviews, special emphasis is placed on assuring that the record.documents
that:

(a) Active treatment has taken place for the past 150 days and
substantial progress has been made according to the plan of treatment.

(b) The progress made is insufficient, due to the complexity of
the illness, for the patient to be discharged to a less intensive level of care.

(c) Specific evidence is presented to explain the factors which
interfered with treatment progress during the 150 days of RTC care.

(d) The waiver request includes specific time frames and a
specific plan of treatment which will lead to discharge.

(3) Where family or social issues complicate transfer to a lower
level of intensity, the RTC is responsible for determining and arranging the
supportive and adjunctive resources required to permit appropriate transfer. If
the RTC fails adequately to meet this responsibility, the existence of such family
or social issues shall be an inadequate basis for a waiver of the benefit limit.
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(4) It is the responsibility of the patient's attending clinician to
establish, through actual documentation from the medical record and other sources,
that the conditions for waiver exist.

c. RTC day limits do not apply to services provided under the Program
for the Handicapped (Chapter 5 of this Regulation) or services provided as partial
hospitalization care.

9. Acute care day limits.

a. With respect to mental health care services provided on or after
October 1, 1991, payment for inpatient acute hospital care is, in general,
statutorily limited as follows:

(1) Adults, aged 19 and over - 30 days in a fiscal year or 30 days
in an admission (excluding days provided prior to October 1, 1991).

(2) Children and adolescents, aged 18 and under - 45 days in a
fiscal year or 45 days in an admission (excluding days provided prior to October 1,
1991).

b. It is the patient's age at the time of admission that determines the
number of days available.

c. Waiver of the acute care day limits.

(1) There is a statutory presumption against the appropriateness of
inpatient acute services in excess of the day limits set forth in paragraph B.9.a.
of this chapter. However, the Director, OCHAMPUS (or designee) may in special
cases, after considering the opinion of the peer review designated by the Director
(involving a health professional who is not a federal employee) confirming that
applicable criteria have been met, waive the acute inpatient limits described in
paragraph B.9.a. of this chapter and authorize payment for care beyond those
limits.

(2) The criteria for waiver of the acute inpatient limit shall be
those set forth in paragraph B.6.a. of this chapter. In applying those criteria in
the context of waiver request review, special emphasis is placed on determining
whether additional days of acute inpatient mental health care are
medically/psychologically necessary to complete necessary elements of the treatment
plan prior to implementing appropriate discharge planning. A waiver may also be
granted in cases in which a patient exhibits well-documented new symptoms,
maladaptive behavior, or medical complications which have appeared in the inpatient
setting requiring a significant revision to the treatment plan.

(3) The clinician responsible for the patient's care is responsible
for documenting that a waiver criterion has been met and must establish an
estimated length of stay beyond the date of the inpatient limit. There must be
evidence of a coherent and specific plan for assessment, intervention and
reassessment that reasonably can be accomplished within the time frame of the
additional days of coverage requested under the waiver provision.
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(4) For patients in care at the time the inpatient limit is
reached, a waiver must be requested prior to the limit. For patients being
readmitted after having received 30 or 45 days in the fiscal year, the waiver
review will be conducted at the time of the preadmission authorization.

d. Acute care day limits do not apply to services provided under the
Program for the Handicapped (Chapter 5 of this Regulation) or services provided
as partial hospitalization care.

C. PROFESSIONAL SERVICES BENEFIT

I. General. Benefits may be extended for those covered services des-
cribed in this section C., that are provided in accordance with good medical
practice and established standards of quality by physicians or other author-
ized individual professional providers, as set forth in Chapter 6 of this
Regulation. Such benefits are subject to all applicable definitions, condi-
tions, exceptions, limitations, or exclusion as may be otherwise set forth
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in this or other chapters of this Regulation. Except as otherwise specifi-.
cally authorized, to be considered for benefits under this section C., the
described services must be rendered by a physician, or prescribed, ordered,
and referred medically by a physician to other authorized individual pro-
fessional providers. Further, except under specifically defined circum-
stances, there should be an attending physician in any episode of care.
(For example, certain services of a clinical psychologist are exempt from
this requirement. For these exceptions, refer to Chapter 6.)

a. Billing practices. To be considered for benefits under this
section C., covered professional services must be performed personally by
the physician or other authorized individual professional provider, who is
other than a salaried or contractual staff member of a hospital or other
authorized institution, and who ordinarily and customarily bills on a fee-
for-service basis for professional services rendered. Such billings must be
itemized fully and sufficiently descriptive to permit CHAMPUS to determine
whether benefits are authorized by this Regulation. For continuing profes-
sional care, claims should be submitted to the appropriate CHAMPUS fiscal
intermediary at least every 30 days either by the beneficiary or sponsor,
or directly by the physician or other authorized individual professional
provider on behalf of a beneficiary (refer to Chapter 7 of this Regulation).

b. Services must be related. Covered professional services must
be rendered in connection with and directly related to a covered diagnosis
or definitive set of symptoms requiring medically necessary treatment.

2. Covered services of physicians and other authorized individual pro-
fessional providers

a. Surgery. Surgery means operative procedures, including related
preoperative and postoperative care; reduction of fractures and dislocations;
injection and needling procedures of the joints; laser surgery of the eye;
and the following procedures:

Bronchoscopy
Laryngoscopy
Thoracoscopy
Catheterization of the heart
Arteriograph thoracic lumbar
Esophagoscopy
Gastroscopy
Proctoscopy
Sigmoidoscopy
Peritoneoscopy
Cystoscopy
Colonoscopy
Upper G.I. panendoscopy
Encephalograph
Myelography
Discography
Visualization of intracLanial aneurysm by intracarotid

injection of dye, with exposure of carotid artery,
unilateral
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c. Need for surgical assistance. Surgical assistance is payable only
when the complexity of the procedure warrants a surgical assistant (other than
the surgical nurse or other such operating room personnel), subject to
utilization review. In order for benefits to be extended for surgical assistance
service, the primary surgeon may be required to certify in writing to the
nonavailability of a qualified intern, resident, or other house physician. When
a claim is received for a surgical assistant involving the following
circumstances, special review is required to ascertain whether the surgical
assistance service meets the medical necessity and other requirements of this
section C.

(1) If the surgical assistance occurred in a hospital that has
a residency program in a specialty appropriate to the surgery;

(2) If the surgery was performed by a team of surgeons;

(3) If there were multiple surgical assistants; or

(4) If the surgical assistant was a partner of or from the same
group of practicing surgeons as the attending surgeon.

d. Aftercare following surgery. Except for those diagnostic pro-
cedures classified as surgery in this section C., and injection and needling
procedures involving the joints, the benefit payments made for surgery
(regardless of the setting in which it is rendered) include normal aftercare,
whether the aftercare is billed for by the physician or other authorized in-
dividual professional provider on a global, all-inclusive basis, or billed
for separately.

e. Cast and sutures, removal. The benefit payments made for the
application of a cast or of sutures normally covers the postoperative care
including the removal of the cast or sutures. When the application is made
in one geographical location and the removal of the cast or sutures must be
done in another geographical location, a separate benefit payment may be pro-
vided for the removal. The intent of this provision is to provide a separate
benefit only when it is impracticable for the beneficiary to use the services
of the provider that applied the cast originally. Benefits are not available
for the services of a second provider if those services reasonably could have
been rendered by the individual professional provider who applied the cast or
sutures initially.

f. InpatientqcareS concurrent. Concurrent inpatient care by more
than one individual professional provider is covered if required because of
the severity and complexity of the beneficiary's condition or because the
beneficiary has multiple conditions that require treatment by providers of
different specialities. Any claim for concurrent care must be reviewed
before extending benefits in order to ascertain the condition of the bene-
ficiary at the time the concurrent care was rendered. In the absence of
such determination, benefits are payable only for inpatient care rendered by
one attending physician or other authorized individual professional provider.

g. Consultants who become the attending surgeon. A consultation
performed within 3 days of surgery by the attending physician is considered a
preoperative examination. Preoperative examinations are an integral part of the
surgery ar2 a separate benefit is not payable for the consultation. If more than
3 days elapse between the consultation and surgery (performed by t1-- sime
physician), benefits may be extended for the cunsultation, subject to review.
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h. Anesthesia administered by the attending physician. A separate
benefit is not payable for anesthesia administered by the attending physician
(surgeon or obstetrician) or dentist, or by the surgical, obstetrical, or dental
assistant.

i. Treatment of mental disorders. CHAMPUS benefits for the treatment
of mental disorders are payable for beneficiaries who are outpatients or
inpatients of CHAMPUS-authorized general or psychiatric hospitals, RTCs, or
specialized treatment facilities, as authorized by the Director, OCHAMPUS, or a
designee. All such services are subject to review for medical or psychological
necessity and for quality of care. The Director, OCHAMPUS, reserves the right to
require preauthorization of mental health services. Preauthorization may be
conducted by the Director, OCHAMPUS, or a designee. In order to qualify for
CHAMPUS mental health benefits, the patient must be diagnosed by a
CHAMPUS-authorized licensed, qualified mental health professional to be suffering
from a mental disorder, according to the criteria listed in the most current
edition of the Diagnostic and Statistical Manual of Mental Disorders of the
American Psychiatric Association. Benefits are limited for certain mental
disorders, such as specific developmental disorders. No benefits are payable for
"Conditions Not Attributable to a Mental Disorder," or V codes. In order for
treatment of a mental disorder to be medically or psychologically necessary, the
patient must, as a result of a diagnosed mental disorder, be experiencing both
physical or psychological distress and an impairment in his or her ability to
function in appropriate occupational, educational or social roles. It is
generally the degree to which the patient's ability to function is impaired that
determines the level of care (if any) required to treat the patient's condition.

(1) Covered diagnostic and therapeutic services. Subject to the
requirements and limitations stated, CHAMPUS benefits are payable for the
following services when rendered in the diagnosis or treatment of a covered
mental disorder by a CHAMPUS-authorized, qualified mental health provider
practicing within the scope of his or her license. Qualified mental health
providers are: psychiatrists or other physicians; clinical psychologists,
certified psychiatric nurse specialists or clinical social workers; and marriage
and family, pastoral, and mental health counselors, under a physician's
supervision. No payment will be made for any service listed in this subparagraph
C.3.i.(l) rendered by an individual who does not meet the criteria of Chapter 6
of this Regulation for his or her respective profession, regardless of whether
the provider is an independent professional provider or an employee of an
authorized professional or institutional provider.

(a) Individualpsycho therapy, adult or child. A covered
individual psychotherapy session is no more than 60 minutes in length. An
individual psychotherapy session of up to 120 minutes in length is payable for
crisis intervention.

(b) Group psychotherapy. A covered group psychotherapy
session is no more than 90 minutes in length.

(c) Family or conjoint psychothera~p. A covered family or
conjoint psychotherapy session is no murt than 90 minutes in length. A family or
conjoint psychotherapy session of up to 180 minutes in length is payable for
crisis intervention.

(d) Pchoanalysis. Psychoanalysis is covered when provided
by a graduate or candidate of a psychoanalytic training institution recognized by
the American Psychological Association or the American Psychiatric Association
and when preauthorized by the Director, OCHAMPUS, or a designee.
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(e) Psychlpoggicaltestingda• assessment. Psychological
testing and assessment is generally limited to six hours of testing in a fiscal
year when medically or psychologically necessary and in conjunction with
otherwise covered psychotherapy. Testing or assessment in excess of these limits
requires review for medical necessity. Benefits will not be provided for the
Reitan-Indiana battery when administered to a patient under age five, for
self-administered tests administered to patients under age 13, or for
psychological testing and assessmetit as part of an assessment for academic
placement.

(f) Administration of psychotropic drugs. When prescribed
by an authorized provider qualified by licensure to prescribe drugs.

(g) Electroconvulsive treatment. When provided in accordance
with guidelines issued by the Director, OCHAMPUS.

(h) Collateral visits. Covered collateral visits are those
that are medically or psychologically necessary for the treatment of the
patient and, as such, are considered as a psychotherapy session for purposes
of subparagraph C.3.i.(2) of this chapter.

(2) Limitations and review requirements

(a) Outpatient psychothepy•. Outpatient psychotherapy
generally is limited to a maximum of two psychotherapy sessions per week,
in any combination of individual, family, conjoint, collateral, or group
sessions. Before benefits can be extended for more than two outpatient
psychotherapy sessions per week, professional review of the medical or
psychological necessity for and appropriateness of the more intensive
therapy is required.

(b) Inpatient psychotherapy. Coverage of inpatient
psychotherapy is based on the medical or psychological necessity for the
services identified in the patient's treatment plan. As a general rule,
up to five psychotherapy sessions per week are considered appropriate.
Additional sessions per week or more than one type of psychotherapy session
performed on the same day (for example, an individual psychothe,-ny session
and a family psychotherapy session on the same day) could be considered for
coverage, depending on the medical or psychological necessity for the ser-
vices. Benefits for inpatient psychotherapy will end automatically when
authorization has been granted for the maximum number of inpatient mental health
days in accordance with the limits as described in this Chapter 4, unless
additional coverage is granted by the Director, OCHAMPUS or a designee.

(3) Covered ancillarytherapies. Includes art, music, dance,
occupational, and other ancillary therapies, when included by the attending
provider in an approved inpatient, residential treatment plan and under the
clinical supervision of a licensed doctoral lpvlp mental health professional.
These ancillary therapies are not separately reimbursed professional services but
are included within the institutional reimbursement.

(4) Review of claims for treatment of mental disorder. The
Director, OCHAMPUS, shall establish and maintain procedures for review, in-
cluding professional review, of the services provided for the treatment of
mental disorders.
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j. Physical and occupational therapy

(i) Physical therapy. To be covered, physical therapy must be
related to a covered medical condition. If performed by other than a physi-
cian, a physician (or other authorized individual professional provider acting
within the scope of their license) shall refer the patient for treatment and
supervise the physical therapy. Generally, coverage of outpatient physical
therapy is limited to a 60-day period, at up to two physical therapy sessions per
week. Physical therapy beyond this length or frequency requires documentation of
the medical necessity for the therapy and the anticipated results of the
therapy. General exercise programs are not covered, even if recommended by a
physician and conducted by qualified personnel. Passive exercises and range of
motion exercises are not covered except when prescribed as an integral part of a
comprehensive program of physical therapy.

(2) Occupational therapy. To be covered, occupational therapy
must be related to a covered medical condition and must be directed to assisting
the patient to overcome or compensate for disability resulting from illness,
injury, or the effects of treatment of a covered condition. If performed by
other than a physician, a physician shall prescribe the treatment and a physician
shall supervise the occupational therapy. The occupational therapist providing
the therapy shall be an employee of a CHAMPUS-authorized institutional provider
and the services must be rendered in connection with CHAMPIUS authorized care.
Only those occupational therapy services that are rendered as part of an
organized inpatient or outpatient rehabilitation program are covered.
Occupational therapists are not considered CHAMPUS-authorized providers in their
own right and may not submit bills on a fee-for-service basis. The employing
institutional provider shall bill for the services of the occupational therapist.

k. Well-baby care. Benefits routinely are payable for well-baby care
from birth up to the child's second birthday.

(1) The following services are payable when rendered as a part of
a specific well-baby care program and when rendered by the attending
pediatrician, family physician, or a pediatric nurse practitioner:

(a) Newborn examination, PKU tests, and newborn circumcision.

(b) History, physical examination, discussion, and
counseling.

(c) Vision, hearing, and dental screening.

(d) Developmental appraisal.

(e) Immunization (that is, DPT, polio, measles, mumps, and
rubella).

(f) Tuberculin test, hematocrit or Hgb., and urinalysis.

(2) Additional services or visits required because of specific
findings or because of the particular circumstance of the individual case are
covered if medically necessary and otherwise authorized for benefits under
CHAMPUS.
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d. Rh immune globulin.

e. Genetic tests as specified in paragraph E.3.b. of this chapter.

f. Immunizations and physical examinations provided when required in
the case of dependents of active duty military personnel who are traveling
outside the United States as a result of an active member's duty as'ignment and
such travel is being performed under orders issued by a Uniformed .- vice.

38. Chiropractors and naturopaths. Services of chiropractors and
naturopaths whether or not such services would be eligible for benefits if
rendered by an authorized provid-

39. Counseling. Counseling services that are not medically necessary in the
treatment of a diagnosed medical condition; for example, educational counseling,
vocational counseling, nutritional counseling, counseling for socio-economic
purposes, diabetic self-education programs, stress management, life style
modification, etc. Services provided by a marriage and family, pastoral or
mental health counselor in the treatment of a mental disorder are covered only as
specifically provided in Chapter 6. Services provided by alcoholism
rehabilitation counselors and certified addiction counselors are covered only
when rendered in a CHAMPUS-authorized treatment setting and only when the cost of
those services is included in the facility's CHAMPUS-determined allowable
cost-rate.

40. Acupuncture. Acupuncture, whether used as a therapeutic agent or as an
anesthetic.

41. Hair transplants, wigs, or hairpieces

NOTE: In accordance with Section 744 of the DoD Appropriation Act
for 1981 (reference (o)), CHAMPUS coverage for wigs or hair-
pieces is permitted effective December 15, 1980, under the
conditions listed below. Continued availability of benefits will
depend on the language of the annual DoD Appropriation Acts.

a. Benefits provided. Benefits may be extended, in accordance with
the CHAMPUS-determined allowable charge, for one wig or hairpiece per beneficiary
(lifetime maximum) when the attending physician certifies that alopecia has
resulted from treatment of a malignant disease and the beneficiary certifies that
a wig or hairpiece has not been obtained previously through the U.S. Government
(including the Veterans Administration).

b. Exclusions. The wig or hairpiece benefit does not include coverage
for the following:

(1) Alopecia resulting from conditions other than treatment of
malignant disease.

(2) Maintenance, wig or hairpiece supplies, or replacement of the
wig or hairpiece.

(3) Hair transplants or any other surgical procedure involving the
attachment of hair or a wig or hairpiece to the scalp.

(4) Any diagnostic or therapeutic method or supply intended to
encourage hair regrowth.
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42. Education or training. Self-help, academic education or vocational training

services and supplies, unless the provisions of Chapter 4, paragraph B.l.e., relating
to gene.al or special education, apply.

43. Exercise/Relaxation/Comfort Devices. Exercise equipment, spas, whirlpools,
hot tubs, swimming pools, health club membership or other such charges or items.

44. Exercise. General exercise programs, even if recommended by a physician and
regardless of whether or not rendered by an authorized provider. In addition,
passive exercises and range of motion exercises also are excluded, except when
prescribed by a physician and rendered by a physical therapist concurrent to, and as
an integral part of, a comprehensive program of physical therapy.

45. Audioloist-,sspeech therapist. Services of an audiologist or speech
therapist, except when prescribed by a physician and rendered as a part of treatment
addressed to the physical defect itself and not to any educational or occupational
deficit.

46. Vision care. Eye exercises or visual training (orthoptics).

47. Eye and hearing examinations. Eye and hearing examinations except as
specifically provided in paragraph C.2.p. of this chapter or except when rendered in
connection with medical or surgical treatment of a covered illness or injury. Vision
and hearing screening in connection with well-baby care is not excluded.

48. Prosthetic devices. Prostheses, except artificial limbs and eyes, or if an
item is inserted surgically in the body as an integral part of a surgical procedure.
All dental prostheses are excluded, except for those specifically required in
connection with otherwise covered orthodontia directly related to the surgical
correction of a cleft palate anomaly.

49. Orthopedic shoes. Orthopedic shoes, arch supports, shoe inserts, and other
supportive devices for the feet, including special-ordered, custom-made built-up
shoes, or regular shoes later built up.

50. Eyeglasses. Eyeglasses, spectacles, contact lenses, or other optical
devices, except as specifically provided under subsection E.6. of this chapter.

51. Hearing aids. Hearing aids or other auditory sensory enhancing devices.

52. Telephonic services. Services or advice rendered by telephone or other
telephonic device, including remote monitoring, except for transtelephonic monitoring
of cardiac pacemakers.

53. Air conditioners, humidifiers, dehumidifiers, and purifiers.

54. Elevators or chair lifts.

55. Alterations. Alterations to living spaces or permanent features attached
thereto, even when necessary to accommodate installaticn of covered durable medical
equipment or to facilitate entrance or exit.

56. Clothing. Items of clothing or shoes, even if required by virtue of an
allergy (such as cotton fabric as against synthetic fabric and vegetable dyed shoes).

57. Food, food substitutes. Food, food substitutes, vitamins, or other
nutritional supplements, including those related to prenatal care.
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53. Enuresis. Enuretic devices; enuretic conditioning programs.

* 59. RESERVED.

60. Autopsy and postmortem.

61. Camping. All camping even though organized for a specific therapeutic
purpose (such as diabetic camp or a camp for emotionally disturbed children), and
even though offered as a part of an otherwise covered treatment plan or offered
through a CHAMPUS-approved facility.

62. Housekeeper, companion. Housekeeping, homemaker, or attendant servicps;
sitter or companion.

63. Noncovered condition, unauthorized provider. All services and supplies
(including inpatient institutional costs) related to a noncovered condition or
treatment, or provided by an unauthorized provider.

64. Comfort or convenience. Petsonal, comfort, or convenience items such as
beauty and barber services, radio, television, and telephone.

65. "Stop smoking" programs. Service3 and supplies related to "stop smoking"
regimens.

66. Megavitamin psychiatric therap., orthomolecular psychiatric therapjy.

67. Transportation. All transportation except by ambulance, as specifically
provided under section D. of this chapter, and except as authorized in subsection
E.5. of this chapter.

68. Travel. All travel even though prescribed by a physician and even if its
purpose is to obtain medical care, except as specified in subsection A.6.of this
chapter in connection with a CHAMPUS-required physical examination.

69. Institutions. Services and supplies provided by other than a hospital,
unless the institution has been approved specifically by OCHAMPUS. Nursing homes,
intermediate care facilities, halfway houses, homes for the aged, or institutions of
similar purpose are excluded from consideration as approved facilities under the
Basic Program.

NOTE: In order to be approved under CHAMPUS, an institution
must, in addition to meeting CHAMPUS standards, provide
a level of care for which CHAMPUS benefits are payable.

70. Supplemental diagnostic services. Diagnostic services including clinical
laboratory examinations, x-ray examinations, pathological examinations, and machine
tests that produce hard-copy results performed by civilian providers at the request
of the attending Uniformed Service medical department physician (active duty or ciil
service).

71. Supplemental consultations. Consultat ions provided by tivilian providers at
the request of the attending Uniformed Servic'-s medical department phyrician (active
duty or civil service).

72. Tnptient mental health services. Effective for care rL:•ived en or after

October 1, 1991, services in excess of 30 days in any fiscal yea: (cr in in
admission), in the case of a patient nineteen years of agg or older, 45 days in
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any fiscal year (or in an admission) in the case of a patient under 19 years of
age, r 150 days in any fiscal year (or in an admission) in the case of inpatient
mental health services provided as residential treatment care, unless coverage for
such services is granted by a waiver by the Director, OCHAMPUS, or a designee. In
cases involving the day limitations, waivers shall be handled in accordance with
paragraphs B.8. or B.9. of this chapter. For services prior to October 1, 1991,
services in excess of 60 days in any calendar year unless additional coverage is
granted by the Director, OCHAMPUS, or a designee.

73. Economic interest in connection with mental health admissions. Inpatient
mental health services (including both acute care and RTC services) are excluded
for care received when a patient is referred to a provider of such services by a
physician (or other health care professional with authority to admit) who has an
economic interest in the facility to which the patient is referred, unless a waiver
is granted. Requests for waiver shall be considered under the same procedure and
based on the same criteria as used for obtaining preadmission authorization (or
continued stay authorization for emergency admissions), with the only additional
requirement being that the economic interest be disclosed as part of the request.
The same reconsideration and appeals procedures that apply to day limit waivers
shall also •pp" to decisions regarding requested waivers of the economic interest
exclusion Hr-'ver, a provider may appeal a reconsidered. determination that an
economic L-lationship constitutes an economic interest within the scope of the
exclusion to t1he same extent that a provider may appeal determinations under
paragraph 1.3., Chapter 15. This exclusion dces not apply to services under the
Program for the Handicapped (Chapter 5 of this Regulation) or provided as partial
hospital care. If a situation arises where a decision is made to exclude CHAMPUS
payment solely on the basis of the provider's economic interest, the normal CHAMPUS
appeals process will be available.

74. Not specifically listed. Services and supplies not specifically listed as
a berne-fit in this Regulation. This exclusion is not intended to preclude extending
benefits for those services or supplies specifically determined to be covered
within the intent of this Regulation by the Director, OCHAMPUS, or a designee, even
though not otherwise listed.

NOTE: The fact that a physician may prescribe, order, recommend, or approve
a service or supply does not, of itself, make it medically necessary
or make the charge an allowable expense, even though it is not iisted
specifically as an exclusion.

H. Payment and liability for certain potentially excludable services under the
Peer Review Organization program.

1. Applicability. This section provides special rules that apply only to
services retrospectively determined under the Peer Review Organization (PRO)
program (operated pursuant to Chapter 15) tu be potentially excludable (in whole or
in part) from the Basic Program under section G. or this chapter. Services may be
excluded by reason of being not medically necessary (subsection G.l.) at an
inappropriate level (subsection G.3.) custodial care (subsection G.7.) or other
reason relative to reasonableness, necessity or appropriateness (which services
shall throughout the remainder of this section, be referred to as "not medically
necessary"). (Also throughout the remainder of the section, "services" includes
items and "provider" includes supplier.) This section does not apply to coverage
determinations made by OCHAMPUS or the fis,•al intermediaries which are not based on
medical necessity determinations made under the PRO program.

2. Payment for certain potentially excludable expenses. Services determined
under the PRO program to be potentially excludable by reason of the exclusions in
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section G. of this chapter for not medically necessary services will not be
determined to be excludable if neither the beneficiary to whom the services were
provided nor the provider (institutional or individual) who furnished the services
knew, or could reasonably have been expected to know, that the services were
subject to those exclusions. Payment may be made for such services as if the
exclusions did not apply.

3. Liability for certain excludable services. In any case in which items or
services are determined excludable by the PRO program by reason of being not
medically necessary and payme.nt may not be made under subsection H.2., above
because the requirements of subsection H.2. are not met, the beneficiary may not be
held liable (and shall be entitled to a full refund from the provider of the amount
excluded and any cost-share amount already paid) if:

a. The beneficiary did not know and could not reasonably have been
expected to know that the services were excludable by reason of being not medically
necessary; and

b. The provider knew or could reasonably have been expected to know that
the items or services were excludable by reason of being not medically necessary.

4. Criteria for determining that beneficiary knew or could reasonably have
been expected to have known that services were excludable. A beneficiary who
receives services excludable by reason of being not medically necessary will be
found to have known that the services were excludable if the beneficiary has been
given written notice that the services were excludable or that similar or
comparable services provided on a previous occasion were excludable and that notice
was given by the OCHAMPUS, CHAMPUS PRO or fiscal intermediary, a group or committee
responsible for utilization review for the provider, or the provider who provided
the services.

5. Criteria for determining that provider knew or could reasonably have been

expected to have known that services were excludable. An institutional or

individual provider will be found to have known or been reasonably expected to have
known that services were excludable under this section under any one of the
following circumstances:

a. The PRO or fiscal intermediary had informed the provider that the
services provided were excludable or that similar or reasonably comparable services
were excludable.

b. The utilization review group or committee for an institutional
provider or the beneficiary's attending physician had informed the provider that
the services provided were excludable.

c. The provider had informed the beneficiary that the services were

excludable.

d. The provider had reu'ivpd written materials, including notices,
manual issuance , bulletins, guides, directivee, or other materials, providing
notification of PRO screening ( ritet ja suet if it to the condition of the
beneficiary. Attending physicians who are members of the medical staff
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of an institutional provider will be found to have also received written materials
provided to the institutional provider.

e. The services that are at issue are the subject of what are generally
considered acceptable standards of practice by the local medical community.

f. Preadmission authorization was available but not requested, or
concurrent review requirements were not followed. I
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6. Exclusion of beneficiary liability. In connection with certain
utilization review, quality assurance and preauthorization requirements of Chapter
4. providers may not hold patients liable for payment for certain services for
which CHAMPUS payment is disallowed. With respect to such services, providers may
not seek payment from the patient or the patient's lamily. Any such effort to
seek payment is a basis for termination of the provider's authorized status.

7. Provider required. In order to be considered for benefits, all services
and supplies shall be rendered by, prescribed by, or furnished at the direction
of, or on the order of a CHAMPUS-authorized provider practicing within the scope
of his or her license.

8. Participatiýg provider. Under CHAMPUS, authorized professional providers
and institutional providers other than hospitals have the option of participating
on a claim-by-claim basis. Participation is required for inpatient claims only
for hospitals which are Medicare-participating providers. Hospitals which are not
Medicare-participating providers but which are subject to the CHAMPUS DRG-based
payment system in subsection A.I. of Chapter 14 or the CHAMPUS mental health per
diem payment system in subsection A.2. of Chapter 14 must sign agreements to
participate on all CHAMPUS inpatient claims in order to be authorized providers
under CHAMPUS. All other hospitals may elect to participate on a claim-by-claim
basis. Participating providers must indicate participation by signing the
appropriate space on the applicable CHAMPUS claim form and submitting it to the
appropriate CHAMPUS fiscal intermediary on behalf of the beneficiary. In the case
of an institution or medical supplier, the claim must be signed by an official
having such authority. This certifies that the provider has agreed to accept the
CHAMPUS-determined allowable charge or cost as payment in full for the medical
services and supplies listed on the specific claim form; and has agreed to accept
the amount paid by CHAMPUS or the CHAMPUS payment combined with the cost-sharing
and deductible amounts paid by, or on behalf of, the beneficiary as full payment
for the covered medical services and supplies.

9. Limitation to authorized institutional provider designation. Authorized
institutional provider status granted to a specific institutional provider
applicant does not extend to any institution-affiliated provider, as defined in
Chapter 2 of this Regulation, of that specific applicant.

10. Authorized provider. A hospital or institutional provider, physician, or
other individual professional provider, or other provider of services or supplies
specifically authorized in this chapter to provide benefits under CHAMPUS. In
addition, to be an authorized CHAMPUS provider, any hospital which is a CHAMPUS
participating provider under Section A.7. of this chapter, shall be a
participating provider for all care, services, or supplies furnished to an active
duty member of the uniformed services for which the active duty member is entitled
under title 10, United States Code, section 1074(c). As a participating provider
for active duty members, the CHAMPUS authorized hospital shall provide such care,
services, and supplies in accordance with the payment rules of Chapter 16. The
failure of any CHAMPUS participating hospital to be a participating provider for
any active duty member subjects the hospital to termination of the hospital's
status as a CHAMPUS authorized provider for failure to meet the qualifications
established by this chapter.

B. INSTITUTIONAL PROVIDERS

1. General. Institutional providers are those providers who bill for
services in the name of an organizational entity (such as hospital and skilled
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nursing facility), rather than in the name of a person. The term "institutional
provider" does not include professional corporations or associations qualifying as
a domestic corporation under section 301.7701-5 of the Internal Revenue Service
Regulations (reference (cc)), nor does it include other corporations that provide
principally professional services. Institutional providers may provide medical
services and supplies on either an inpatient or outpatient basis.

a. Preauthorization. The Director, OCHAMPUS, reserves the right to
require preauthorization for admission to inpatient facilities. Refer to Chapter
4, subsection A.11., for information on preauthorization.

b. Billing practices.

(1) Each institutional billing, including those institutions
subject to the CHAMPUS DRG-based reimbursement method or a CHAMPUS-determined
all-inclusive rate reimbursement method, must be itemized fully and sufficiently
descriptive for the CHAMPUS to make a determination of benefits.

(2) Institutional claims subject to the CHAMPUS DRG-based
reimbursement method or a CHAMPUS-determined all-inclusive rate reimbursement
method, may be submitted only after the beneficiary has been discharged or
transferred from the institutional provider's facility or program.

(3) Institutional claims for Residential Treatment Centers and all
other institutional providers, except those listed in subparagraph (2) above,
should be submitted to the appropriate CHAMPUS fiscal intermediary at least every
30 days.

2. Nondiscrimination _poiy. Except as provided below, payment may not be
made for inpatient or outpatient care provided and billed by an institutional
provider found by the Federal Government to practice discrimination in the
admission of patients to its services on the basis of race, color, or national
origin. Reimbursement may not be made to a beneficiary who pays for care provided
by such a facility and submits a claim for reimbursement. In the following
circumstances, the Secretary of Defense, or a designee, may authorize payment for
care obtained in an ineligible facility:

a. Emergencfycare. Emergency inpatient or outpatient care.

b. Care rendered before finding o f a violatiion. Care initiated before
a finding of a violation and which continues after such violation when it is
determined that a change in the treatment facility would be detrimental to the
health of the patient, and the attending physician so certifies.

c. Other facilitZ not available. Care provided in an ineligible
facility because an eligible facility is not available within a reasonable
distance.

3. Procedures for qualifying as a CHAMPTTS-ap1prov~d inst.itutional provid(r.
General and special hospitals otherwise meeting the qualifications outlined in
paragraphs B.4.a., b., and ., of this chapter are not required to Lequest CHAMPUS
approval formally.
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6 Declare an STF not eligible for CHAMPUS payment if that
facility has been found to have engaged in fraudulent or deceptive practices.

(c) In general, the following disclaimers apply to treatment
by STFs:

1 Just because one period or episode of treatment by a
facility has been covered by CHAMPUS may not be construed to mean that later
episodes of care by the same or similar facility will be covered automatically.

2 The fact that one case has been authorized for
treatment by a specific facility or similar type of facility may not be construed
to mean that similar cases or later periods of treatment will be extended CHAMPUS
benefits automatically.

(2) Types of providers. rhe following is a list of facilities that
have been designated specifically as STFs.

(a) Free-standing ambulatory surgical centers. Care provided
by freestanding ambulatory surgical centers may be cost-shared by CHAMPUS under
the following circumstances:

1 The treatment is prescribed and supervised by a
physician.

2 The type and level of care and services rendered by the
center are otherwise authorized by this Regulation.

3 The center meets all licensing or other certification
requirements of the jurisdiction in which the facility is located.

4 The center is accredited by the JCAHO, the
Accreditation Association for Ambulatory Health Care, Inc. (AAAHC), or such other
standards as authorized by the Director, OCHAMPUS.

5 A childbirth procedure provided by a CHAMPUS-approved
free-standing ambulatory surgical center shall not be cost-shared by CHAMPUS
unless the surgical center is also a CHAMPUS-approved birthing center
institutional provider as established by the birthing center provider
certification requirement of this Regulation.

(h) PFTH facilities. STFs also include facilities that Reek
approval to provide care authorized under the PFTH. (Refer to Chapter 5 of this
Regulation.)

(c) Substance use disorder rehabilitation facilities. In
order to be authorized under CHAMPUS as a ptovid-r of Puhsraii e usp
detoxification, rehabilitative services, outpatient treatment, and family therapy,
subqtar,,e use rehabilitation facilities, !woth freestanding ta( ilit ies and
hospital-based facilities, shall operate primarily for the purpoie of providing
treatment of zubstanc( use disorde,;s (on -ither an inpatient ( Ln( luding pait ial
care) or an outpatient basis) and shall meet the following criteria:
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1 The course of treatment shall be prescribed by and

supervised by a qualified mental health provider (refer to Chapter 4, paragraph
C.3.i.) practicing within the scope of his or her license. When indicated by the
patient's physical status, the patient shall be under the general supervision of a
physician.

2 The type and level of care provided by the facility
are otherwise authorized by this Regulation.

3 The facility shall meet all licensing and other
certification requirements of the jurisdiction in which the facility is located.

4 The facility shall be accredited by and shall remain
in substantial compliance with standards issued by either the Joint Commission on
Accreditation of Healthcare Organizations under the Consolidated Standards Manual,
or the Commission Accreditation of Rehabilitation Facilities (CARF) or shall meet
such other requirements as the Director, OCHAMPUS, finds necessary in the interest
of the health and safety of the individuals who are furnished services in the
facility.

5 The facility shall have entered into a participation
agreement with OCHAMPUS within which the facility agrees, in part, to:

a Accept payment for its services based on an
allowable-cost rate acceptable to the Director, OCHAMPUS, or such other method as
determined by the Director, OCHAMPUS;

b Furnish OCHAMPUS with cost data certified to by
an independent accounting firm or other agency as authorized by the Director,
OCHAMPUS;

c Accept the CHAMPUS-determined rate as payment in
full and to collect from the CHAMPUS beneficiary those amounts that represent the
beneficiary's liability, as defined in Chapter 4, and charges for services and
supplie. hat are not a benefit of CHAMPUS;

d Make all reasonable efforts acceptable to the
Director, OCHAMPUS, to collect those amounts which represent the beneficiary's
liability, as defined in Chapter 4;

e Permit access by the Director, OCHAMPUS, to
clinical records of CHAMPUS beneficiaries and to the financial and organizational
records of the facility;

f Comply with the provisions of Chapter 8, and to
submit claims first to all health insurance coverage to which the beneficiary is
entitled that is primary to CHAMPUS.

6 The substance use rehabilitation facility shall not be
considered to be a CHAMPUS-authorized provider and CHAMPUS benefits shall not be
paid for services provided by the substance use rehabilitation facility until the
date the participation agreement is signed by the Director, OCHAMPUS, or a
designee.
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7 The substance use rehabilitation facility is not
designated by the Health Care Financing Administration as an alcohol and drug abuse
hospital for purposes of applicability of the Medicare prospective payment system.

k. Birthing centers. A birthing center is a freestanding or
institution-affiliated outpatient maternity care program which principally
provides a planned course of outpatient prenatal care and outpatient
childbirth service limited to low-risk pregnancies; excludes care for
high-risk pregnancies; limits childbirth to the use of natural childbirth
procedures; and provides immediate newborn care.

(1) Certification requirements. A birthing center which
meets the following criteria may be designated as an authorized CHAMPUS
institutional provider:

(a) The predominant type of service and level of
care rendered by the center is otherwise authorized by this Regulation.

(b) The center is licensed to operate as a birthing
center where such license is available, or is specifically licensed as a
type of ambulatory health care facility where birthing center specific
license is not available, and meets all applicable licensing or
certification requirements that are extant in the state, county,
municipality, or other political jurisdiction in which the center is
located.

(c) The center is accredited by a nationally
recognized accreditation organization whose standards and procedures have
been determined to be acceptable by the Director, OCHAMPUS, or a designee.

(d) The center complies with the CHAMPUS birthing
center standards set forth in this Chapter.

(e) The center has entered into a participation
agreement with OCHAMPUS in which the center agrees, in part, to:

1 Participate in CHAMPUS and accept payment
for maternity services based upon the reimbursement methodology for birthing
centers;

2 Collect from the CHAMPUS beneficiary only
those amounts that represent the beneficiary's liability under the
participation agreement and the reimbursement methodology for birthing

centers, and the amounts for services and supplies that are not a benefit of
the CHAMPUS;

3 Permit access by the Director, OCHAMPUS, or
a designee, to the clinical record of any CHAMPUS beneficiary, to the
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financial and organizational records of the center, and to reports of evaluations
and inspections conducted by state or private agencies or organizations;

4 Submit claims first to all health benefit and insurance
plans primary the CHAMPUS to which the beneficiary is entitled and to comply with
the double coverage provisions of this Regulation.

5 Notify OCHAMPUS in writing within 7 days of the
emergency transport of any CHAMPUS beneficiary from the center to an acute care
hospital or of the death of any CHAMPUS beneficiary in the center.

(f) A birthing center shall not be a CHAMPUS-authorized
institutional provider and CHAMPUS benefits shall not be paid for any service
provided by a birthing center before the date the participation agreement is signed
by the Director, OCHAMPUS, or a designee.

(2) CHAMPUS birthing center standards.

(a) Environment. The center has a safe and sanitary
environment, properly constructed, equipped, and maintained to protect health and
safety and meets the applicable provisions of the "Life Safety Code" of the
National Fire Protection Association.

(b) Policies and procedures. The center has written
administaraive, fiscal, personnel and clinical policies and procedures which
collectively promote the provision of high-quality maternity care and childbirth
services in an orderly, effective, and safe physical and organizational
environment.

(c) Informed consent. Each CHAMPUS beneficiary admitted to the
center will be informed in writing at the time of admission of the nature and scope
of the center's program and of the possible risks associated with maternity care
and childbirth in the center.

(d) Beneficiary care. Each woman admitted will be cared for by
or under the direct supervision of a specific physician or a specific certified
nurse-midwife who is otherwise eligible as a CHAMPUS individual professional
provider.

(e) Medical direction. The center has written memoranda of
understanding (MOU) for routine consultation and emergency care with an
obstetrician-gynecologist who is certified or is eligible for certitication by the
American Board of Obstetrics and Gynecology or the American Osteopathic Board of
Obstetrics and Gynecology and with a pediatrician who is certified or eligible for
certification by the American Board of Pediatrics or by the American Osteopathic
Board of Pediatrics, each of whom have admitting privileges to at least one back-up
hospital. In lieu of a requiredA MOU, the c&'nter may eflploy a physician with the
required qualifications. Each MOU mast 1• renewed annually.
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b From the care of a hospital included under the
CHAMPUS DRG-based payment system to the care of another hospital paid under
this system;

C From the care of a hospital included under the
CHAMPUS DRG-based payment system to the care of another hospital that is
excluded from the CHAMPUS DRG-based payment system because of participation in
a statewide cost control program which is exempt from the CHAMPUS DRG-based
payment system under subparagraph A.l.b.(1) of this chapter; or

d From the care of a hospital included under the
CHAMPUS DRG-based payment system to the care of a uniformed services treatment
facility.

3 Payment in full to the dischargino hospital. The
hospital discharging an inpatient shall be paid in full under the CHAMPUS
DRG-based payment system.

4 Payment to a hospital transferring an inpatient to
another hospital. If a hospital subject to the CHAMPUS DRG-based payment
system transfers an inpatient to another such hospital, the transferring
hospital shall be paid a per diem rate (except that in neonatal cases, other
than normal newborns, the hospital will be paid at 125 percent of that per
diem rate), as determined under instructions issued by OCHAMPUS, for each day
of the patient's stay in that hospital, not to exceed the DRG-based payment
that would have been paid if the patient had been discharged to another
setting. However, if a discharge is classified into DRG No. 456 (Burns,
transferred to another acute care facility) or DRG 601 (neonate, transferred
less than or equal to 4 days old), the transferring hospital shall be paid in
full.

5 Additional payments to transferring hospitals. A
transferring hospital may qvalify for an additional payment for extraordinary
cases that meet the criteria for long-stay or cost outliers.

(4) DRG system updates. The CHAMPUS DRG-based payment system is
modeled on the Medicare Prospective Payment System (PPS) and uses annually
updated items and numbers from the Medicare PPS as provided for in this Part
and in instructions issued by the Director, OCHAMPUS. The effective date of
these items and numbers shall correspond to that under the Medicare PPS except
where diqtinctions are made in this chapter.

b. Applicability of the DRG system.

(1) Areas affectec. The CHAMPUS DRG-based payment system shall
apply to hospitals' services in the fifty states, the District of Columbia,
and Puerto Rico, except that any state which has implemented a separate
DRG-based payment system or similar payment system in order to control costs
and is exempt from the Medicare Prospective Payment System may be exempt from
the CHAMPUS DRG-based payment system if it requests exemption in writing, and
provided payment under such system does not exceed payment which would
otherwise be made under the CHAMPUS DRG-based payment system.
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(2) Services subject to the DRG-based payment system. All
normally covered inpatient hospital services furnished to CHAMPUS
beneficiaries by hospitals are subject to the CHAMPUS DRG-based payment system.

(3) Services exempt from the DRG-based Payment system. The
following hospital services, even when provided in a hospital subject to the
CHAMPUS DRG-based payment system, are exempt from the CHAMPUS DRG-based
payment system. The services in subparagraphs A.l.b.(3)(a) through (d) and
(g) through (i) shall be reimbursed under the procedures in subsection A.3. of
this chapter, and the services in subparagraphs A.l.b.(3)(e) and (f) shall be
reimbursed under the prccedures in section G. of this chapter.

(a) Services provided by hospitals exempt from the DRG-based
payment system.

(b) All services related to kidney acquisition by Renal
Transplantation Centers.

(c) All services related to a heart transplantation which would
otherwise be paid under DRG 103.

(d) All services related to liver transplantation when the
transplant is performed in a CHAMPUS-authorized liver transplantation center.

(e) All professional services provided by hospital-based
physicians.

(f) All services provided by nurse anesthetists.

(g) All services related to discharges involving pediatric bone
marrow transplants (patient under 18 at admission).

(h) All services related to discharges involving children who
have been determine~d to be HIV seropositive (patient under 18 at admission).

(i) All services related to discharges involving pediatric
cystic fibrosis (patient under 18 at admission).

(j) For admissions occurring on or after October 1, 1990, the
costs of blood clotting factor for hemophilia inpatients. An additional
payment shall be made to a hospital for each unit of blood clotting factor
furnished to a CHAMPUS inpatienL who is hemophiliac in accordance with the
amounts established under the Medicare Prospective Payment System (42 CFR
412.115).

(4) Hospitals subject to the CHAMPUS DRG-based payment system.
All hospitals within the fifty states, the District of Columbia, and Puerto
Rico which are certified to provide services to CHAMPUS beneficiaries are
subject to the DRG-based payment system except for the following hospitals or
hospital units which are exempt.
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(a) Psychiatric hospitals. A psychiatric hospital which is
exempt from the Medicare Prospective Payment System is also exempt from the
CHAMPUS DRG-based payment system. In order for a psychiatric hospital which
does not participate in Medicare to be exempt from the CHAMPUS DRG-based
payment system, it must meet the same criteria (as determined by the Director,
OCHAMPUS, or a designee) as required for exemption from the Medicare
Prospective Payment System as contained in Section 412.23 of Title 42 CFR.

(b) Rehabilitation hospitals. A rehabilitation hospital which
is exempt from the Medicare Prospective Payment System is also exempt from the
CHAMPUS DRG-based payment system. In order for a rehabilitation hospital
which does not participate in Medicare to be exempt from the CHAMPUS DRG-based
payment system, it must meet the same criteria (as determined by the Director,
OCHAMPUS, or a designee) as required for exemption from the Medicare
Prospective Payment System as contained in Section 412.23 of Title 42 CFR.

(c) Psychiatric and rehabilitation units (distinct parts). A
psychiatric or rehabilitation unit which is exempt from the Medicare
prospective payment system is also exempt from the CHAMPUS DRG-based payment
system. In order for a distinct unit which does not participate in Medicare
to be exempt from the CHAMPUS DRG-based payment system, it must meet the same
criteria (as determined by the Director, OCHAMPUS, or a designee) as required
for exemption from the Medicare Prospective Payment System as contained in
Section 412.23 of Title 42 CFR.

(d) Long-term hospitals. A long-term hospital which is exempt
from the Medicare prospective payment system is also exempt from the CHAMPUS
DRG-based payment system. In order for a long-term hospital which does not
participate in Medicare to be exempt from the CHAMPUS DRG-based payment
system, it must have an average length of inpatient stay greater than 25 days:

1 As computed by dividing the number of total inpatient
days (less leave or pass days) by the total number of discharges for the
hospital's most recent fiscal year; or

2 As computed by the same method for the immediately
preceding six-month period, if a change in the hospttal's average length of
stay is indicated.

(e) Sole community hospitals. Any hospital which has qualified
for special treatment under the Medicare prospective payment system as a sole
community hospital and has not given up that classification is exempt from the
CHAMPDjS DRG-based payment system. (See Subpart G of 42 CFR Part 412.)

(f) Christian Science sanitoriums. All Christian Science
sanitoriums (as defined in paragraph B.4.h. of Chapter 6) are exempt from the
CHAMPUS DRG-based payment system.
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(g) Cancer hospitals. Any hospital which qualifies as a cancer
hospital under the Medicare standards and has elected to be exempt from the
Medicare prospective payment system is exempt from the CHAMPUS DRG-based
payment system. (See 42 CFR Section 412.94.)

(h) Hospitals outside the 50 states. the District of Columbia,
and Puerto Rico. A hospital is excluded from the CHAMPUS DRG-based payment
system if it is not located in one of the fifty States, the District of
Columbia, or Puerto Rico.

(5) Hospitals which do not participate in Medicare. It is not
required that a hospital be a Medicare-participating provider in order to be
an authorized CHAMPUS provider. However, any hospital which is subject to the
CHAMPUS DRG-based payment system and which otherwise meets CHAMPUS
requirements but which is not a Medicare-participating provider (having
completed a form HCFA-1514, Hospital Request for Certification in the
Medicare/Medicaid Program and a form HCFA-1561, Health Insurance Benefit
Agreement) must complete a participation agreement with OCHAMPUS. By
completing the participation agreement, the hospital agrees to participate on
all CHAMPUS inpatient claims and to accept the CHAMPUS-determined allowable
amount as payment in full for these claims. Any hospital which does not
participate in Medicare and does not complete a participation agreement with
OCHAMPUS will not be authorized to provide services to CHAMPUS beneficiaries.

c. Determination of payment amounts. The actual payment for an
individual claim under the CHAMPUS DRG-based payment system is calculated by
multiplying the appropriate adjusted standardized amount (adjusted to account
for area wage differences using the wage indexes used in the Medicare program)
by a weighting factor specific to each DRG.

(1) Calculation of DRG Weights.

(a) Grouiping of charges. All discharge records in the database
shall be grouped by DRG.

(b) Remove DRGs 469 and 470. Records from DRGs 469 and 470
shall be removed from the database.

(c) Indirect medical education standardization. To standardize
the charges for the cost effects of indirect medical education factors, each
teaching hospital's charges will be divided by 1.0 plus the following ratio on
a hospital-specific basis:

1.4 X [[. -nme of interne + residents1o~.579 1.0
1.3 +nu....rnumber of beds 0J
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(d) Wage level standardization. To standardize the
charge records for area wage differences, each charge record will be divided
into labor-related and nonlabor-related portions, and the labor-related
portion shall be divided by the most recently available Medicare wage index
for the area. The labor-related and nonlabor-related portions will then be
added together.

(e) Elimination of statistical outliers. All unusually
high or low charges shall be removed from the database.

(f) Calculation of DRG average charge. After the
standardization for indirect medical education, and area wage differences,
an average charge for each DRG shall be computed by summing charges in a DRG
and dividing that sum by the number of records in the DRG.

(g) Calculation of national average charoe Per
discharge. A national average charge per discharge shall be calculated by
summing all charges and dividing that sum by the total number of records
from all DRG categories.

(h) DRG relative weights. DRG relative weights shall be
calculated for each DRG category by dividing each DRG average charge by the
national average charge.

(2) Empty and low-volume DRGs. The Medicare weight shall be
used for any DRG with less than ten (10) occurrences in the CHAMPUS
database. The short-stay thresholds shall be set at one day for these DRGs
and the long-stay thresholds shall be set at the FY 87 Medicare thresholds.

(3) Uodating DRG weights. The CHAMPUS DRG weights shall be
updated or adjusted as follows:

(a) DRG weights shall be recalculated annually using
CHAMPUS charge data and the methodology described in subparagraph A.l.c.(l)
of this chapter.

(b) When a new DRG is created, CHAMPUS will, if
practical, calculate a weight for it using an appropriate charge sample (if
available) and the methodology described in subparagraph A.l.c.(l) of this
chapter.

(c) In the case of any other change under Medicare to an
existing DRG weight (such as in connection with technology changes), CHAMPUS
shall adjust its weight for that DRG in a manner comparable to the change
made by Medicare.

(4) Calculation of the adiusted standardized amounts. The
following procedures shall be followed in calculating the CHAMPUS adjusted
standardized amounts.
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(a) Differentiate large urban, other urban, and rural
charges. All charges in the database shall be sorted into large urban,
other urban, and rural groups (using the same definitions for these
categories used in the Medicare program). The following procedures will be
applied to each group.

(b) Indirect medical education standardization. To
standardize the charges for the cost effects of indirect medical education
factors, each teaching hospital's charges will be divided by 1.0 plus the
following ratio on a hospital-specific basis:

1.43 X[{l.0 + number of interns + residents'5795_ 1.0

(c) Wage level standardization. To standardize the
charge records for area wage differences, each charge record will be divided
into labor-related and nonlabor-related portions, and the labor-related
portion shall be divided by the most recently available Medicare wage index
for the area. The labor-related and nonlabor-related portions will then be
added together.

(d) Apply the cost to charge ratio. Each charge is to
be reduced to a representative cost by using the Medicare cost to charge
ratio. This amount shall be increased by 1 percentage point in order to
reimburse hospitals for bad debt expenses attributable to CHAMPUS
beneficiaries.

(e) Preliminary base year standardized amount. A
preliminary base year standardized amount shall be calculated by summing all
costs in the database applicable to the large urban, other urban, or rural
group and dividing by the total number of discharges in the respective group.

(f) Update for inflation. The preliminary base year
standardized amounts shall be updated using an annual update factor equal to
1.07 to produce fiscal year 1988 preliminary standardized amounts.
Thereafter, any development of a new standardized amount will use an
inflation factor equal to the hospital market basket index used by the
Health Care Financing Administration in their Prospective Payment System.

(g) The preliminary standardized amounts, updated for
inflation, shall be divided by a system standardization factor so that total
DRG outlays, given the database distribution across hospitals and diagnoses,
are equal to the total charges reduced to costs.

(h) Labor and nonlabor portions of the adjusted
standardized amounts. The adjusted standardized amounts shall be divided
into labor and nonlabor portions in accordance with the Medicare division of
labor and nonlabor portions.
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(5) Adjustments to the DRG-based Payment amounts. The
following adjustments to the DRG-based amounts (the weight multiplied by the
adjusted standardized amount) will be made.

(a) Outliers. The DRG-based payment to a hospital shall
be adjusted for atypical cases. These outliers are those cases that have
either an unusually short length-of-stay or extremely long length-of-stay or
that involve extraordinarily high costs when compared to most discharges
classified in the same DRG. Cases which qualify as both a length-of-stay
outlier a.,d a cost outlier shall be paid at the rate which results in the
greater payment.

1 Length-of-stay outliers. Length-of-stay outliers
shall be identified and paid by the fiscal intermediary when the claims are
processed.

a Short-stay outliers. Any discharge with a
length-of-stay (LOS) less than 1.94 standard deviations from the DRG's
geometric LOS shall be classified as a short-stay outlier. Short-stay
outliers shall be reimbursed at 200 percent of the per diem rate for the DRG
for each covered day of the hospital stay, not to exceed the DRG amount.
The per diem rate shall equal the DRG amount divided by the geometric mean
length-of-stay for the DRG.

b Long-stay outliers. Any discharge (except
for neonatal services and services in children's hospitals) which has a
length-of-stay (LOS) exceeding a threshold established in accordance with
the criteria used for the Medicare Prospective Payment System as contained
in 42 CFR 412.82 shall be classified as a long-stay outlier. Any discharge
for neonatal services or for services in a children's hospital which has a
LOS exceeding the lesser of 1.94 standard deviations or 17 days from the
DRG's geometric mean LOS also shall be classified as a long-stay outlier.
Long-stay outliers shall be reimbursed the DRG-based amount plus a
percentage (as established for the Medicare Prospective Payment System) of
the per diem rate for the DRG for each covered day of care beyond the
long-stay outlier threshold. The per diem rate shall equal the DRG amount
divided by the geometric mean LOS for the DRG.

2 Cost outliers. Additional payment for cost
outliers shall be made only upon request by the hospital.

a Cost outliers except those in children's
hospitals or for neonatal services. Any discharge which has standardized
costs that exceed a threshold established in accordance with the criteria
used for the Medicare Prospective Payment System as contained in 42 CFR
412.84 shall qualify as a cost outlier. The standardized costs shall be
calculated by multiplying the total charges by the factor described in
subparagraph A.l.c.(4)(d) and adjusting this amount for indirect medical
education costs. Cost outliers shall be reimbursed the DRG-based amount
plus a percentage (as established for the Medicare Prospective Payment
System) of all costs exceeding the threshold.
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b Cost outliers in children's hospitals and
for neonatal services. Any discharge for services in a children's hospital
or for neonatal services which has standardized costs that exceed a
threshold of the greater of two times the DRG-based amount or $13,500 shall
qualify as a cost outlier. The standardized costs shall be calculated by
multiplying the total charges by the factor described in subparagraph
A.l.c.(4)(d) (adjusted to include average capital and direct medical
education costs) and adjusting this amount for indirect medical education
costs. Cost outliers for services in children's hospitals and for neonatal
services shall be reimbursed the DRG-based amount plus a percentage (as
established for the Medicare Prospective Payment System) of all costs
exceeding the threshold.

c Cost outliers for burn cases. All cost
outliers for DRGs related to burn cases shall be reimbursed the DRG-based
amount plus a percentage (as established for the Medicare Prospective
Payment System) of all costs exceeding the threshold. The standardized
costs and thresholds for these cases shall be calculated in accordance with
subparagraph A.l.c.(5)(a)2 A and subparagraph A.l.c.(5)(a)2 I.

(b) Wage Adjustment. CHAMPUS will adjust the labor
portion of the standardized amounts according to the hospital's area wage
index.

(c) Indirect Medical Education Adjustment. The wage
adjusted DRG payment will also be multiplied by 1.0 plus the hospital's
indirect medical education ratio.

(d) Children's Hospital Differential. With respect to
claims from children's hospitals, the appropriate adjusted standardized
amount shall also be adjubted by a children's hospital differential.

1 Oualifying children's hospitals. Hospitals
qualifying for the children's hospital differential are hospitals that are
exempt from the Medicare Prospective Payment System, or, in the case of
hospitals that do not participate in Medicare, that meet the same criteria
(as determined by the Director, OCHAMPUS, or a designee) as required for
exemption from the Medicare Prospective Payment System as contained in 42
CFR 412.23.

2 Calculation of differential. The differential
shall be equal to the difference between a specially calculated children's
hospital adjusted standardized amount and the adjusted standardized amount
for fiscal year 1988. The specially calculated children's hospital adjusted
standardized amount shall be calculated in the same manner as set forth in
subparagraph A.l.c.(4), except that:

_ The base period shall be fiscal year 1988
and shall represent total estimated charges for discharges that occurred
during fiscal year 1988.

b No cost to charge ratio shall be applied.

14-10



DoD 6010.8-R

Jul 91

c Capital costs and direct medical education
costs will be included in the calculation.

d The factor used to update the database for
inflation to produce the fiscal year 1988 base period amount shall be the
applicable Medicare inpatient hospital market basket rate.

3 Transition rule. Until March 1, 1992, separate
differentials shall be used for each higher volume children's hospital
(individually) and for all other children's hospitals (in the aggregate).
For this purpose, a higher volume hospital is a hospital that had 50 or more
CHAMPUS discharges in fiscal year 1988.

4 Hold harmless Provision. At such time as the
weights initially assigned to neonatal DRGs are recalibrated based on
sufficient volume of CHAMPUS claims records, children's hospital
differentials shall be recalculated and appropriate retrospective and
prospective adjustments shall be made. To the extent practicable, the
recalculation shall also include reestimated values of other factors
(including but not limited to direct education and capital costs and
indirect education factors) for which more accurate data became available.

5 No update for inflation. The children's hospital
differential, calculated (and later recalculated under the hold harmless
provision) for the base period of fiscal year 1988, shall not be updated for
subsequent fiscal years.
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G. REIMBURSEMENT OF INDIVIDUAL HEALTH-CARE PROFESSIONALS AND OTHER
NON-INSTITUTIONAL HEALTH-CARE PROVIDERS

The CHAMPUS-determined reasonable charge (the amount allowed by CHAMPUS)
for the service of an individual health-care professional or other
non-institutional health-care provider (even if employed by or under
contract to an institutional provider) shall be determined by one of the
following methodologies, that is, whichever is in effect in the specific
geographic location at the time covered services and supplies are provided
to a CHAMPUS beneficiary.

1. Allowable charge method.

a. In general. The allowable charge method is the preferred and
Sprimary method for reimbursement of individual health care professionals and
*other non-institutional health care providers (covered by 10 U.S.C.
*1079(h)(1)). The allowable charge for authorized care shall be the lowest
*of the billed charge, the prevailing charge level or the appropriate charge
*level.

*b. Prevailing charge level.

* (1) Beginning in calendar year 1992, the prevailing charge
*level shall be calculated on a national basis, then adjusted for localities
*in accordance with paragraph G.l.d. of this section.

*1(2) The national prevailing charge level referred to in

*paragraph G.l.b.(1) of this section is the level that does not exceed the
*amount equivalent to the 80th percentile of billed charges made for similar
* services during the base period. The 80th percentile of charges shall be
*determined on the basis of statistical data and methodology acceptable to
*the Director, OCHAMPUS (or a designee).

* (3) For purposes of paragraph G.l.b.(2) of this section, the
*base period shall be a period of 12 calendar months and shall be adjusted
*once a year, unless the Director, OCHAMPUS, determines that a different
*period for adjustment is appropriate and publishes a notice to that effect
* in the Federal Register.

*c. Appropriate charge level. Beginning in calendar year 1992,
*the appropriate charge level shall be calculated on a national basis, then
* adjusted for localities in accordance with paragraph G.l.d. of this
* section. The appropriate charge level for each procedure is the product of
* the following two-step process:

c(1) Step 1: procedures classified. All procedures are
classified into one of three categories, as follows:

S(a) Overpriced procedures. These are the procedures for
* which the prior year's national appropriate charge level or national

Sprevailing charge level, whichever is less, exceeds the Medicare converted
* relative value unit (CRVU) by greater than 150 percent. For purposes of the
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* preceding sentence the CRVU is the Medicare Resource-Based Relative Value *

Scale relative value unit, converted to a dollar value by using the applicable
* Medicare conversion factor. For any particular procedure for which comparable *

* CRVU and CHAMPUS data are unavailable, but alternative data are available that
*the Director, OCHAMPUS (or designee) determines provide a reasonable *

* approximation of relative value or price for purposes of the comparison *
* required by this paragraph, the comparison may be based on such alternative *

* data. *

a a(b) Other procedures. These are procedures subject to the
* allowable charge method that are not included in either the overpriced
* procedures group or the primary care procedures group.

* (c) Primary care Procedures. These are primary care procedures, *

excluding overpriced procedures. The CHAMPUS definition of primary care
includes maternity care and delivery services and well baby care services.

S1(2) Step 2: calculating appropriate charge levels. For each *

, year, appropriate charge levels will be calculated by adjusting the prior *

, year's appropriate charge levels as follows: *

i (a) For overpriced procedures, the prior year's appropriate
Scharge level for each procedure shall be reduced by the lesser of: the
* percentage by which it exceeds 150 percent of the Medicare converted relative *

* value unit or fifteen percent. *

* (b) For other procedures, the prior year's appropriate charge
level for each procedure shall be continued.

* (c) For primary care procedures, the prior year's appropriate

. charge level shall be adjusted by the Medicare Economic Index (MEI), as the *

. MEI is applied to Medicare prevailing charge levels. *

* d. Calculatina prevailinq charge levels and aioroDriate charce
* levels for localities. The national prevailing charge levels determined
* pursuant to paragraph G.l.b. of this section and the national appropriate
* charge levels calculated pursuant to paragraph G.l.c. of this section will be
Sadjusted for localities using the same (or similar) geographical areas and the
* same geographic adjustment factors as are used for determining allowable
Scharges under Medicare.

I e. Special rules for 1991. *

* (1) Appropriate charge levels for care provided on or after January

* 1, 1991, and before the 1992 appropriate charge levels take effect shall be
* the same as those in effect on December 31, 1990, except that appropriate
* charge levels for care provided on or after October 7, 1991 shall be those
* established pursuant to this paragraph G.l.e. of this section.

* (2) Appropriate charge levels will be established for each locality
* for which an appropriate charge level was in effect immediately prior to *
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* October 7, 1991. For each procedure, the appropriate charge level shall be
*the appropriate charge level in effect immediately prior to October 7, 1991, *

Sadjusted au provided in G.l.e.(2)(a) through (c) of this section.

* (a) For each overpriced procedure, the level shall be reduced by *

*fifteen percent. For this purpose, overpriced procedures are the procedures
*determined by the Physician Payment Review Commission to be overvalued
* pursuant to the process established under the Medicare program, other
* procedures considered overvalued in the Medicare program (for which Congress *directed reductions in Medicare allowable levels for 1991), radiology

*procedures and pathology procedures.*

For(b) For each other procedure, the level shall remain unchanged.
For this purpose, other procedures are procedures which are not overpriced

• procedures or primary care procedures.

* (c) For each primary care procedure, the level shall be adjusted *

• by the MEI, as the MEI is applied to Medicare prevailing charge levels. For
* this purpose, primary care procedures include maternity care and delivery
* services and well baby care services.

* (3) For purposes of this paragraph G.l.e., 'appropriate charge
* levels, in effect at any time prior to October 7, 1991 shall mean the lesser
* of: *

* (a) The prevailing charge levels then in effect, or

* (b) The fiscal year 1988 prevailing charge levels adjusted by
* the Medicare Economic Index (MEI) was applied beginning in fiscal year 1989.

* f. Special transition rule for 1992. *

l(1) For purposes of calculating the national appropriate charge
levels for 1992, the prior year's appropriate charge level for each service
will be considered to be the level that does not exceed the amount equivalent
to the 80th percentile of billed charges made for similar services during the

Sbase period of July 1, 1986 to June 30, 1987 (determined as under paragraph
SG.l.b.(2) of this section), adjusted to calendar year 1991 based on the

adjustments made for maximum CHAMPUS allowable charge levels through 1990 and
• the application of paragraph G.l.e. of this section for 1991.

(2) The adjustment to calendar year 1991 of the product of
paragraph G.l.f.(l) of this section shall be as follows:

* (a) For procedures other than those described in paragraph
G.l.f.(2)(b) of this section, the adjustment to 1991 shall be on the same
basis as that provided under paragraph G.l.e. of this section.

* (b) For any procedure that was considered an overpriced

• procedure for purposes of the 1991 prevailing charge levels under paragraph
* G.l.e. of this section for which the resulting 1991 prevailing charge level
* was less than 150 percent of the Medicare converted relative value unit, the
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adjustment to 1991 for purposes of the special transition rule for 1992 shall
be as if the procedure had been treated under paragraph G.l.e.(2)(b) of this
section for purposes of the 1991 prevailing charge level.

g. Adjustments and procedural rules.

(1) The Director, OCHAMPUS may make adjustments to the
appropriate charge levels calculated pursuant to paragraphs G.l.c. and G.l.e.
of this section to correct any anomalies resulting from data or statistical
factors, significant differences between Medicare-relevant information and
CHAMPUS-relevant considerations or other special factors that fairness
requires be specially recognized. However, no such adjustment may result in
reducing an appropriate charge level.

(2) The Director, OCHAMPUS will issue procedural instructions for
administration of the allowable charge method.

h. A charge that exceeds the prevailing charge can be determined to
be allowable only when unusual circumstances or medical complications justify
the higher charge. The allowable charge may not exceed the billed charge
under any circumstances.

i. The allowable charge for physician assistant services other than
assistant-at-surgery may not exceed 85 percent of the allowable charge for a
comparable service rendered by a physician performing the service in a similar
location. For cases in which the physician assistant and the physician
perform component services of a procedure other than assistant-at-surgery
(e.g., home, office or hospital visit), the combined allowable charge for the
procedure may not exceed the allowable charge for the procedure rendered by a
physician alone. The allowable charge for physician assistant services
performed as an assistant-at- surgery may not exceed 65 percent of the
allowable charge for a physician serving as an assistant surgeon when
authorized as CHAMPUS benefits in accordance with the provisions of Chapter 4
C.3.c. of this Part. Physician assistant services must be billed through the
employing physician who must be an authorized CHAMPUS provider.

2. All-inclusive rate. Claims from individual health-care professional
providers for services rendered to CHAMPUS beneficiaries residing in an RTC
that is either being reimbursed on an all-inclusive per diem rate, or is
billing an all-inclusive per diem rate, shall be denied; with the exception of
independent health-care professionals providing gecoraphically distant family
therapy to a family member residing a minimum of 250 miles from the RTC or
covered medical services related to a nonmental health condition rendered
outside the RTC. Reimbursement for individual professional services is
included in the rate paid the institutional provider.

3. Alternative method. The Director, OCHAMPUS, or a designee, may,
subject to the approval of the ASD(HA), establish an alternative method of
reimbursement designed to produce reasonable control over health care costs
and to ensure a high level of acceptance of the CHAMPUS-determined charge by
the individual health-care professionals or other noninstitutional health-care
providers furnishing services and supplies to CHAMPUS beneficiaries.
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Alternative methods may not result in reimbursement greater than the allowable
charge method above.

H. REIMBURSEMENT UNDER THE MILITARY-CIVILIAN HEALTH SERVICES PARTNERSHIP
PROGRAM

The Military-Civilian Health Services Partnership Program, as authorized
by Section 1096, Chapter 55, Title 10, provides for the sharing of staff,
equipment, and resources between the civilian and military health care system
in order to achieve more effective, efficient, or economical health care for
authorized beneficiaries. Military treatment facility commanders, based upon
the authority provided by their respective Surgeons General of the military
departments, are responsible for entering into individual partnership
agreements only when they have determined specifically that use of the
Partnership Program is more economical overall to the Government than
referring the need for health care services to the civilian community under
the normal operation of the CHAMPUS Program. (See Section P. of Chapter 1,
for general requirements of the Partnership Program.)

1. Reimbursement of institutional health care providers. Reimbursement
of institutional health care providers under the Partnership Program shall be
on the same basis as non-Partnership providers.

2. Reimbursement of individual health-care professionals and other
non-institutional health care providers. Reimbursement of individual health
care professional and other non-institutional health care providers shall be
on the same basis as non-Partnership providers as detailed in Section G. of
this chapter.

I. -COMMODATION OF DISCOUNTS UNDER PROVIDER REIMBURSEMENT METHODS

1. General rule. The Director, OCHAMPUS (or designee) has authority to
reimburse a provider at an amount below the amount usually paid pursuant to
this chapter when, under a program approved by the Director, the provider has
agreed to the lower amount.

2. Special applications. The following are examples of applications of
the general rule; they are not all inclusive.

a. In the case of individual health care professionals and other
noninstitutional providers, if the discounted fee is below the provider's
normal billed charge and the prevailing charge level (see section G. of this
chapter), the discounted fee shall be the provider's actual billed charge and
the CHAMPUS allowable charge.

b. In the case of institutional providers normally paid on the
basis of a pre-set amount (such as DRG-based amount under subsection A.I. of
this chapter or per-diem amount under subsection A.2. of this chapter), if the
discount rate is lower than the pre-set rate, the discounted rate shall be the
CHAMPUS-determined allowable cost. This is an exception to the usual rule
that the pre-set rate is paid regardless of the institutional provider's
billed charges or other factors.
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Oct 30, 31

3. Procedures.

a. This section onli, applies when both the provider and the
Director have agreed to the d.scounted payment rate. The Director's agreement
may be in the context of approval of a program that allows for such discounts.

b. The Director of OCHAMPUS may establish uniform terms, conditions
and limitations for this payment method in order to avoid administrative
complexity.

J. OUTSIDE THE UNITED STATES

The Director, OCHAMPUS, or a designee, shall determine the appropriate
reimbursement method or methods to be used in the extension of CHA/PUS
benefits for otherwise covered medical services or supplies provided by
hospitals or other institutional providers, physicians or other individual
professional providers, or other providers outside the United States.

K. IMPLEMENTING INSTRUCTIONS

The Director, OCHAMPUS, or a designee, shall issue CHAMPUS policies,
instructions, procedures, and guidelines, as may be necessary to implement the
intent of this chapter.

14-26



DEPARTMENT OF DEFENSE
PUBLICATION SYSTEM

CHANGE TRANSMITTAL

OFFICE OF THE SECRETARY OF DEFENSE CHANGE NO. 3
Assistant Secretary of Defense (Health Affairs) to July 1991, Reprint

DoD 6010.8-R
February 7, 1992

CIVILIAN HEALTH AND MEDICAL PROGRAM
OF THE UNIFORMED SERVICES (CHAMPUS)

The Assistant Secretary of Defense (Health Affairs), has authorized the following page
changes to DoD 6010.8-R, "Civilian Health and Medical Program of the Uniformed
Services (CHAM:viPUS)," July 1991 (Reprint).

PAGE CHANGES

Remove: 2-i through 2-iv, 2-11 through 2-14, 2-21 through 2-26, 4-6a&4-6b,
4-26&4-27, 6-i through 6-20, 7-i through 7-12, 10-i through 10-2

Insert: Attached replacement pages and new pages 6-21 through 6-31, 7-13 through
7-15, 10-2a&10-2b

Changes appear on pages 2-ii, 2-iv, 2-12, 2-13, 2-22, 2-23, 4-6a, 4-26, 6-i&6-ii, 6-1, 6-4,
6-5, 6-11, 6-12, 7-i through 7-1, 7-3 through 7-10 and are indicated by marginal bars.

EFFECTIVE DATE

The effective date for Medical Documentation is December 26, 1991. The effective date
for Drug and Appropriate Level of Care Provisions is November 26, 1991.

S L. ELMER

CirectorCorrespondence and Directives

Attachments
75 pages

WHEN PRESCRIBED ACTION HAS BEEN TAKEN. THIS TRANSMITTAL SHOULD BE FILED WITH THE BASIC DOCUMENT

SD FORM 106-2, MAR 81 : "04



DoD 6010.8-R

CHAPTER 2

DEFINITIONS

TABLE OF CONTENTS

SECTION Page

A. General. 2-1

B. Specific Definitions. 2-1
Abortion. 2-1
Absent Treatment. 2-1
Abuse. 2-1
Accidental Injury. 2-1
Active Duty. 2-1
Active Duty Member. 2-2
Acupuncture. 2-2
Adequate Medical Documentation, Medical

Treatment Records. 2-2
Adequate Medical Documentation, Mental

Health Records. 2-2
Adjunctive Dental Care. 2-2
Admission. 2-3
Adopted Child. 2-3
All-Inclusive Per Diem Rate. 2-3
Allowable Charge. 2-3
Allowable Cost. Z-3
Ambulance. 2-3
Amount in Dispute. 2-3
Anesthesia Services. 2-3
Appealable Issue. 2-3
Appealing Party. 2-4
Appropriate Medical Care. 2-4
Attending Physician. 2-4
Authorized Provider. 2-4
Backup Hospital. 2-4
Basic Program. 2-4
Beneficiary. 2-4
Beneficiary Liability. 2-5
Birthing Center. 2-5
Birthing Room. 2-5
Brace. 2-5
Capped Rate. 2-5
Certified Nurse Midwife. 2-5
Certified Psychiatric Nurse Specialist. 2-5
CHAMPUS DRG-Based Payment System. 2-5
CHAMPUS Fiscal Intermediary. 2-5
CHAMPUS Health Benefits Advisors (HBAs). 2-5
Chemotherapy. '-_
Child. 2-5
Chiropractor. 2-6
Christian Science Nurse. 2-6

2-i



Jul 91#

DoD 6010.8-R

SECTION Page

Christian Science Practitioner. 2-6
Christian Science Sanatorium. 2-6
Chronic Medical Condition. 2-6
Chronic Renal Disease (CRD). 2-6
Clinical Psychologist. 2-6
Clinical Social Worker. 2-7
Collateral Visits. 2-7
Combined Daily Charge. 2-7
Complications of Pregnancy. z-7
Confinement. 2-7
Conflict of Interest. 2-7
Congenital Anomaly. 2-8
Consultation. 2-8
Consulting Physician or Dentist. 2-8
Conviction. 2-8
Coordination of Benefits. 2-8
Cosmetic, Reconstructive, or Plastic Surgery. 2-8
Cost-Share. 2-8
Custodial Care. 2-8
Day or Night Care. 2-9
Days. 2-9
Deceased Service Member. 2-9
Deductible. 2-9
Deductible Certificate. 2-9
Defense Enrollment Eligibility Reporting System (DEERS). 2-9
Dental Care. 2-10
Dentist. 2-10
Dependent. 2-10
Deserter or Desertion Status. 2-10
Diagnosis-Related Groups (DRGs). 2-10
Diagnostic Admission. 2-10
Doctor of Dental Medicine (D.M.D.). 2-10
Doctor of Medicine (M.D.). 2-11
Doctor of Osteopathy (D.O.). 2-11
Domiciliary Care. 2-11
Donor. 2-11
Double Coverage. 2-11
Double Coverage Plan. 2-11
Dual Compensation. 2-11
Durable Medical Equipment. 2-12
Emergency Inpatient Admission. 2-12
Entity. 2-12
Essentials of Daily Living. 2-12
Experimental. 2-12
External Partnership Agreement. 2-13
Extramedical Individual Providers of Care. 2-13
Fraud. 2-13
Freestanding. 2-13
Former Spouse. 2-13
Full-Time Course of Higher Education. 2-13
General Staff Nursing Service. 2-14
Good Faith Payments. 2-14

#First Amendment (Ch 3, 2/7/92) 2-ii



DoD 6010.8-R

SECTION Page

High Risk Pregnancy. 2-14
Hospital, Acute Care (General and Special). 2-14
Hospitals, Long-Term (Tuberculosis, Chronic Care, or

Rehabilitation). 2-14
Hospital, Psychiatric. 2-14
TIlegitimate Child. 2-14
Immediate Family. 2-14
Independent Laboratory. 2-14
Infirmaries. 2-14
Initial Determination. 2-14
In-Out Surgery. 2-15
Inpatient. 2-15
Institution-affiliated. 2-15
Institution-based. 2-15
Institutional Provider. 2-15
Intensive Care Unit (ICU). 2-15
Intern. 2-15
Internal Partnership Agreement. 2-15
Item, Service, or Supply. 2-16
Laboratory and Pathological Services. 2-16
Legitimized Child. 2-16
Licensed Practical Nurse (L.P.N.). 2-16
Licensed Vocational Nurse (L.V.N.). 2-16
Long-Term Hospital Care. 2-16
Low-risk Pregnancy. 2-16
Management Plan. 2-16
Marriage and Family Counselor or Pastoral Counselor. 2-17
Maternity Care. 2-17
Medicaid. 2-17
Medical. 2-17
Medical Emergency. 2-17
Medically or Psychologically Necessary. 2-17
Medical Supplies and Dressings (Consumables). 2-18
Medicare. 2-18
Mental Disorder. 2-18
Mental Health Counselor. 2-18
Mental Health Therapeutic Absence. 2-18
Montal Retardation. 2-18
Missing in Action (MIA). 2-18
Morbid Obesity. 2-18
Most-favored Rate. 2-19
Natural Childbirth. 2-19
Naturopath. 2-19
Nonavailability Statement. 2-19
Nonparticipating Provider. 2-19
North Atlantic Treaty Organization (NATO) Member. 2-19
Official Formularies. 2-19
Optometrist (Doctor of Optometry). 2-19
Oral Surgeon (D.D.S. or D.M.D.). 2-20
Orthopedic Shoes. 2-20
Other Allied Health Professional,. 2-20
Other Specialized Treatment Facilities (STFs). 2-20

2-1i1



Jul 91#
DoD 6010.8-R

SECTION Page

Outpatient. 2-20
Ownership or Control Interest. 2-20
Participating Provider. 2-21
Party to a Hearing. 2-21
Party to the Initial Determination. 2-21
Pharmacist. 2-21
Physical Medicine Services or Physiatry Services. 2-21
Physical Handicap. 2-21
Physical Therapist. 2-21
Physician. 2-22
Podiatrist (Doctor of Podiatry or Surgical Chiropody). 2-22
Preauthorization. 2-22
Prescription Drugs and Medicines. 2-22
Preventive Care. 2-22
Primary Payer. 2-22
Private Duty (Special) Nursing Services. 2-22
Private Room. 2-22
Program for the Handicapped (PFTH). 2-22
Progress Notes. 2-23
Prosthetic Device (Prosthesis). 2-23
Provider. 2-23
Provider Exclusion and Suspension. 2-23
Provider Termination. 2-23
Radiation Therapy Services. 2-23
Referral. 2-23
Registered Nurse. 2-24
Representative. 2-24
Resident (Medical). 2-24
Residential Treatment Center (RTC). 2-24
Retiree. 2-24
Routine Eye Examinations. 2-24
Sanction. 2-24
Secondary Payer. 2-24
Semiprivate Room. 2-24
Skilled Nursing Facility. 2-24
Skilled Nursing Service. 2-24
Special Tutoring. 2-25
Spectacles, Eyeglasses, and Lenses. 2-25
Sponsor. 2-25
Spouse. 2-25
Student Status. 2-25
Suppliers of Portable X-Ray Services. 2-25
Surgery. 2-25
Surgical Assistant. 2-25
Suspension of Claims Processing. 2-25
Timely Filing. 2-26
Treatment Plan. 2-26
Uniformed Services. 2-26
Veteran. 2-26
Well-Baby Care. 2-26
Widow or Widower. 2-26
Worker's Compensation Benefits. 2-26
X-Ray Services. 2-26

#Second Amendment (Ch 3, 2/7/92) 2-iv



DoD 6010.8-R

Doctor of Medicine (M.D.). A person who has graduated from a college of
allopathic medicine and who is entitled legally to use the designation M.D.

Doctor of Osteopathy (D.O.). A practitioner of osteopathy, that is, a
system of therapy based on the theory that the body is capable of making its
own remedies against disease and other toxic conditions when it is in normal
structural relationship and has favorable environmental conditions and
adequate nutrition. It utilizes generally accepted physical, medicinal, and
surgical methods of diagnosis and tberapy, while placing chief emphasis on
the importance of normal body mechanics and manipulative methods of detecting
and correcting faulty structure.

Domiciliary Care. Inpatient institutional care provided the beneficiary
not because it is medically necessary, but because the care in the home
setting is not available, is unsuitable, or members of the patient's family
are unwilling to provide the care. Institutionalization because of
abandonment constitutes domiciliary care.

NOTE: The terms "domiciliary" and "custodial care" represent separate
concepts and are not interchangeable. Domiciliary care is not
covered under either the CHAMPUS Basic Program or the Program for
the Handicapped (PFTH).

Donor. An individual who supplies living tissue or material to be used
in another body, such as a person who furnishes a kidney for renal
transplant.

Double Coverage. When a CHAMPUS beneficiary also is enrolled in another
insurance, medical service, or health plan that duplicates all or part of a
beneficiary's CHAMPUS benefits.

Double Coverage Plan. The specific insurance, medical service, or health
plan under which a CHAMPUS beneficiary has entitlement to medical benefits
that duplicate CHAMPUS benefits in whole or in part. Double coverage plans
donot include:

1. Medicaid.

2. Coverage specifically designed to supplement CHAMPUS benefits.

3. Entitlement to receive care from the Uniformed Services medical
facilities; or

4. Entitlement to receive care from Veterans Administration medical care
facilities.

Dual Compensation. Federal Law (5 U.S.C. 5536) prohibits active duty
members or civilian employees of the United States Government from receiving
additional compensation from the government above their normal pay and
allowances. This prohibition applies to CHAMPUS cost-sharing of medical care
provided by active duty members or civilian government employees to CHAMPUS
beneficiaries.
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Durable Medical Equipment. Equipment for which the allowable charge is
over $100 and which:

1. Is medically necessary for the treatment of a covered illness or
injury;

2. Improves the function of a malformed, diseased, or injured body part,
or retards further deterioration of a patient's physical condition;

3. Is used primarily and customarily to serve a medical purpose rather
than primarily for transportation, comfort, or convenience;

4. Can withstand repeated use;

5. Provides the medically appropriate level of performance and quality
for the medical condition present (that is, nonluxury and nondeluxe); and

6. Is other than spectacles, eyeglasses, contact lenses, or other opti-
cal devices, hearing aids, or other communication devices.

7. Is other than exercise equipment, spas, whirlpools, hot tubs,
swimming pools or other such items.

Emtency Inpatient Admission. An unscheduled, unexpected, medically
necessary admission to a hospital or other authorized institutional provider
for treatment of a medical condition meeting the definition of medical emer-
gency and which is determined to require immediate inpatient treatment by the
attending physician.

Entity. For purposes of Chapter 9.F.l., "entity" includes a corporation,
trust, partnership, sole proprietorship or other kind of business enterprise
that is or may be eligible to receivp reimbursement either directly or
indirectly from CHAMPUS.

Essentials of Daily Living. Care that consists of providing food
(including special diets), clothing, and shelter; personal hygiene services;
observation and general monitoring; bowel training or management; safety
precautions; general preventive procedures (such as turning to prevent
bedsores); passive exercise; companionship; recreation; transportation; and
such other elements of personal care that reasonably can be performed by an
untrained adult with minimal instruction or supervision.

Experimental. Medical care that essentially is investigatory or an
unproven procedure or treatment regimen (usually performed under controlled
medicolegal conditions) that does not meet the generally accepted standards
of usual professional medical practice in the general medical community. The
conduct of biomedical or behavioral research involving human subjects at risk
of physical, psychological, or social injury is experimental medicine. For
the purposes of CHAMPUS, any medical services or supplies provided under a
scientific research grant, either public or private, are classified as
"experimental." (Financial grants-in-aid to an individual beneficiary are
not considered grants for this purpose.) Use of drugs and medicines and
devices not approved by the U.S. Food and Drug Administration (FDA) for
commercial marketing, that is, for general use by humans (even though
permitted for testing on human beings) also is considered experimental. Drugs
grandfathered by the Federal Food, Drug and Cosmetic Act of 1938 may
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be covered under CHAMPUS as if FDA approved. Certain cancer drugs,
designated as Group C drugs (approved and distributed by the National Cancer
Institute) and Treatment Investigational New Drugs (INDs), cannot be
cost-shared under CHAMPUS because they are not approved for commercial
marketing by the FDA. However, medical care related to the use of Group C
drugs and Treatment INDs can be cost-shared under CHAMPUS when the patient's
medical condition warrants their administration and the care is provided in
accordance with generally accepted standards of medical practice. NOTE: In
areas outside the United States, standards comparable to those of the FDA are
the CHAMPUS objective.

External Partnership Agreement. The external partnership agreement is an
agreement between a military treatment facility commander and a CHAMPUS
authorized institutional provider, enabling Uniformed Services health care
personnel to provide otherwise covered medical care to CHAMPUS beneficiaries
in a civilian facility under the Military-Civilian Health Services
Partnership Program. Authorized costs associated with the use of the
facility will be financed through CHAMPUS under normal cost-sharing and
reimbursement procedures currently applicable under the basic CHAMPUS.

Extramedical Individual Providers of Care. Individuals who do counseling
or nonmedical therapy and whose training and therapeutic concepts are outside
the medical field, as specified in Chapter 6 of this Regulation.

Fraud. For purposes of this Regulation, fraud is defined as 1) a
deception or misrepresentation by a provider, beneficiary, sponsor, or any
person acting on behalf of a provider, sponsor, or beneficiary with the
knowledge (or who had reason to know or should have known) that the deception
or misrepresentation could result some unauthorized CHAMPUS benefit to
self or some other person, or some unauthorized CHAMPUS payment, or 2) a
claim that is false or fictitious, or includes or is supported by any written
statement which asserts a material fact which is false or fictitious, or
includes or is supported by any written statement that (a) omits a material
fact and (b) is false or fictitious as a result of such omission and (c) is a
statement in which the person making, presenting, or submitting such
statement has a duty to include such material fact. It is presumed that, if
a deception or misrepresentation is established and a CHAMPUS claim is filed,
the person responsible for the claim had the requisite knowledge. This
presumption is rebuttable only by substantial evidence. It is further
presumed that the provider of the services is responsible for the actions of
all individuals who file a claim on behalf of the provider (for example,
billing clerks); this presumption may only be rebutted by clear and
convincing evidence.

Freestanding. Not "institution-affiliated" or "institution-based."

Former Spouse. A former husband or wife of a Uniformed Service member or
former member who meets the criteria as set forth in paragraph B.2.b. of
Chapter 3 of this Regulation.

Full-Time Course of Higher Education. A complete, progressive series of
studies to develop attributes such as knowledge, skill, mind, and character,
by formal schooling at a college or university, and which meets the criteria
set out in Chapter 3 of this Regulation. To qualify as full-time, the
student must be carrying a course load of a minimum of 12 credit hours or
equivalent each semester.
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General Staff Nursing Service. All nursing care (other than that
provided by private duty nurses) including, but not limited to, general duty
nursing, emergency room nursing, recovery room nursing, intensive nursing
care, and group nursing arrangements performed by nursing personnel on the
payroll of the hospital or other authorized institution.

Good Faith Payments. Those payments made to civilian sources of medical
care who provided medical care to persons purporting to be eligible
beneficiaries but who are determined later to be ineligible for CHAMPUS
benefits. (The ineligible person usually possesses an erroneous or illegal
identification card.) To be considered for good faith payments, the civilian
source of care must have exercised reasonable precautions in identifying a
person claiming to be an eligible beneficiary.

High-risk pregnancy. A pregnancy is high-risk when the presence of a
currently active or previously treated medical, anatomical, physiological
illness or condition may create or increase the likelihood of a detrimental
effect on the mother, fetus, or newborn and presents a reasonable possibility
of the development of complications during labor or delivery.

Hosvital. cute '_Ca -re (General and_ýpecial). An institution that meets
the criteria as set forth in paragraph B.4.a. of Chapter 6 of this
Regulation.

Hosp~itaýl,__Long-Term (Tuberculosis, Chronic Care, or Rehabilitation). An
institution that meets the criteria as set forth in paragraph B.4. of Chapter
6 of this Regulation.

4_qpital, Psychiatric. An institution that meets the criteria as set
forth in paragraph B.4. of Chapter 6 of this Regulation.

Illegjitimate Child. A child not recognized as a lawful offspring; that
is, a child born of parents not married to each other.

ImmediateFamily. The spouse, natural parent, child and sibling, adopted
child and adoptive parent, stepparent, stepchild, grandparent, grandchild,
stepbrother and stepsister, father-in-law, mother-in-law of the beneficiary,
or provider, as appropriate. For purposes of this definition only, to
determine who may render services to a beneficiary, the step-relationship
continues to exist even if the marriage upon which the relationship is based
terminates through divorce or death of one of the parents.

Indepe -ndent -Labo ra tory. A freestanding laboratory approved for
participation under Medicare and certified by the Health Care Financing
Administration.

Infirmaries. Facilities operated by student health departments of
colleges and universities to provide inpatient or outpatient care to enrolled
students. W..hen specifically approved by the Director, OCHAMPUS, or a
designee, a boarding school infirmary also is included.

Initial Determination. A formal written decision on a CHAMPUS claim, a
request for benefit authorization, a request by a provider for approval as an
authorized CHAMPUS provider, or a decision disqualifying or exc1'iv1ioi a
provider as an authorized provider under CHAMPUS. Rejection of a claim or a
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ParticipatingProvider. A hospital or other authorized institutional
provider, a physician or other authorized individual professional provider,
or other authorized provider that furnished services or supplies to a CHAMPUS
beneficiary and that has agreed, by act of signing and submitting a CHAMPUS
claim form and indicating participation in the appropriate space on the claim
form, to accept the CHAMPUS-determined allowable cost or charge as the total
charge (even though less than the actual billed amount), whether paid for
fully by the CHAMPUS allowance or requiring cost-sharing by the beneficiary
(or sponsor).

Party to a Hearing. An appealing party or parties and CHAMPUS.

Party to the Initial Determination. Includes CHAMPUS and also refers to
a CHAMPUS beneficiary and a participating provider of services whose
interests have been adjudicated by the initial determination. In addition, a
provider who has been denied approval as an authorized CHAMPUS provider is a
party to that initial determination, as is a provider who is disqualified or
excluded as an authorized provider under CHAMPUS, unless the provider is
excluded based on a determination of abuse or fraudulent practices or
procedures under another federal or federally funded program. See Chapter 10
for additional information concerning parties not entitled to administrative
review under the CHAMPUS appeals and hearing procedures.

Pharmacist. A person who s trained specially in the scientific basis of
pharmacology and who is licensed to prepare and sell or dispense drugs and
compounds and to make up prescriptions ordered by a physician.

Physical Medicine Services or Phy~siat_ý Services. The treatment of
disease or injury by physical means such as massage, hydrotherapy, or heat.

Ph sical Handicap. A physical condition of the body that meets the
following criteria:

1. Duration. The condition is expected to result in death, or has
lasted, or with reasonable certainty is expected to last, for a minimum
period of 12 months; and

2. Extent. The condition is of such severity as to preclude the
individual from engaging in substantially basic productive activities of
daily living expected of unimpaired persons of the same age group.

Physical Therapist. A person who is trained specially in the skills and
techniques of physical therapy (that is, the treatment of disease by physical
agents and methods such as heat, massage, manipulation, therapeutic exercise,
hydrotherapy, and various forms of energy such as electrotherapy and ultra-
sound), who has been authorized legally (that is, registered) to administer
reatments prescribed by a physician and who is entitled legally to use the
designation "Registered Physical Therapist." A physical therapist also may
be called a physiotherapist.
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Physician. A person with a degree of Doctor of Medicine (M.D.) or Doctor
of Osteopathy (D.O.) who is licensed to practice medicine by an appropriate
authority.

Podiatrist (Doctor of Podiatryr Surgical Chiropody). A person who has
received a degree in podiatry (formerly called chiropody), that is, that
specialized field of the healing arts that deals with the study and care of
the foot, including its anatomy, pathology, and medical and surgical
treatment.

Preauthorization. A decision issued in writing by the Director,
OCHAMPUS, or a designee, that CHAMPUS benefits are payable for certain
services that a beneficiary has not yet received.

PrescriptionDrugs and Medicines. Drugs and medicines which at the time
of use were approved for commercial marketing by the U.S. Food and Drug
Administration, and which, by law of the United States, require a physician's
or dentist's prescription, except that it includes insulin for known
diabetics whether or not a prescription is required. Drugs grandfathered by
the Federal Food, Drug and Cosmetic Act of 1938 may be covered under CHAMPUS
as if FDA approved.

NOTE: The fact that the U.S. Food and Drug Administration has
approved a drug for testing on humans would not qualify it
within this definition.

Preventive Care. Diagnostic and other medical procedures not related
directly to a specific illness, injury, or definitive set of symptoms, or
obstetrical care, but rather perf:ormed as periodic health screening, h1alth
assessment, or health maintenance.

Primary a Paýe. The plan or program whose medical benefits are payable
first in a double coverage situation.

Private Duty (special) Nursing Services. Skilled nursing services ren-
dered to an individual patient requiring intensive medical care. Such
private duty (special) nursing must be by an actively practicing registered
nurse (R.N.) or licensed practical or vocational nurse (L.P.N. or L.V.N.)
only when the medical condition of the patient requires intensive skilled
nursing services (rather than primarily providing the essentials of daily
living) and when such skilled nursing care is ordered by the attending
physician.

Private Room. A room with one bed that is designated as a private room
by the hospital or other authorized institutional provider.

Program for the Handicapped (PFTH). The special program set forth in
Chapter 5 of this Regulation, through which dependents of active duty members
receive supplemental benefits for the moderately or severely mentally
retarded and the seriously physically handicapped over and above those
medical benefits available under the Basic Program.
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Progress notes. Progress notes are an essential component of the medical
record wherein health care personnel provide written evidence of ordered and
supervised diagnostic tests, treatments, medical procedures, therapeutic
behavior and outcomes. In the case of mental health care, progress notes must
include: the date of the therapy session; length of the therapy session; a
notation of the patient's signs and symptoms; the issues, pathology and
specific behaviors addressed in the therapy session; a statement summarizing
the therapeutic interventions attempted during the therapy session:
descriptions of the response to treatment, the outcome of the treatment, and
the response to significant others; and a statement summarizing the patient's
degree of progress toward the treatment goals. Progress notes do not need to
repeat all that was said during a therapy session but must document a patient
contact and be sufficiently detailed to allow for both peer review and audits
to substantiate the quality and quantity of care rendered.

Prosthetic Device (Prosthesis). An artificial substitute for a missing
body part.

Provider. A hospital or other institutional provider, a physician, or
other individual professional provider, or other provider of services or
supplies as specified in Chapter 6 of this Regulation.

Provider Exclusion and Suspension. The terms "exclusion" and "suspension",
when referring to a provider under CHAMPUS, both mean the denial of status as
an authorized provider, resulting in items, services, or supplies furnished by
the provider not being reimbursed, directly or indirectly, under CHAMPUS. The
terms may be used interchangeably to refer to a provider who has been denied
status as an authorized CHAMPUS provider based on 1) a criminal conviction or
civil judgment involving fraud, 2) an administrative finding of fraud or abuse
under CHAMPUS, 3) an administrative finding that the provider has been excluded
or suspended by another agency of the Federal Government, a state, or a local
licensing authority, 4) an administrative finding that the provider has
knowingly participated in a conflict of interest situation, or 5) an
administrative finding that it is in the best interests of the CHAMPUS or
CHAMPUS beneficiaries to exclude or suspend the provider.

Provider Termination. When a provider's status as an authorized CHAMPUS
provider is ended, other than through exclusion or suspension, based on a
finding that the provider does not meet the qualifications, as set forth in
Chapter 6 of this Regulation, to be an authorized CHAMPUS provider.

Radiation Therapy Services. The treatment of diseases by x-ray, radium, or
radioactive isotopes when ordered by the attending physician.

Referral. The act or an instance of referring a CHAMPUS beneficiary to
another authorized provider to obtain necessary medical treatment. Under
CHAMPUS, only a physician may make referrals.
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Registered Nurse. A person who is prepared specially in the scientific
basis of nursing, who is a graduate of a school of nursing, and who is regis-

tere' for practice after examination by a state board of nurse examiners or
sin') Lar regulatory authority, who holds a current, valid license; and who is
entItled legally to use the designation R.N.

Representative. Any person who has been appointed by a party to the ini-
tial determination as counsel or advisor and who is otherwise eligible to serve
as the counsel or advisor of the party to the initial determination,
particularly in connection with a hearing.

Resident (Medical). A graduate physician or dentist who has an M.D. or
D.O. degree, or D.D.S. or D.M.D. degree, respectively, is licensed to practice,
and who chooses to remain on the house staff of a hospital to get further
training that will qualify him or her for a medical or dental specialty.

Residential Treatment Center (RTC). A facility (or distinct part of a
facility) which meets the criteria in Chapter 6.B.4.

Retiree. A member or former member of a Uniformed Service who is entitled
to retired, retainer, or equivalent pay based on duty in a Uniformed Service.

Routine Eye Examinations. The services rendered in order to determine the
refractive state of the eyes.

Sanction. For purpose of Chapter 9, "sanction" means a provider exclusion,
suspension, or termination.

Secondary Payer. The plan or program whose medical benefits are payable in
double coverage situations only after the primary payer has adjudicated the
claim.

Semiprivate Room., A room containing at least two beds. If a room is
designated publicly as a semiprivate accommodation by the hospital or other
authorized institutional provider and contains multiple beds, it qualifies as a
semiprivate room for the purposes of CHAMPUS.

Skilled Nursing Facility. An institution (or a distiuct part of an
institution) that meets the criteria as set forth in subsection B.4. of Chapter
6 of this Regulation.

Skilled Nursing Service. A service that can only be furnished by an R.N.,
or L.P.N. or L.V.N., and is required to be performed under the supervision of a
physician to ensure the safety of the patient and achieve the medically desired
result. Examples of skilled nursing services are intravenous or intramuscular
injections, levin tube or gastrostomy feedings, or tracheotomy aspilatin and
insertion. Skilled nursing services are other than thuse services that puovide
primarily support for the essentials of daily living or that could be performed
by an untrained adult with minimum instruction or supervision.
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Special Tutoring. Teaching or instruction provided by a private teacher to
an individual usually in a private or separate setting to enhance the
educational development of an individual in one or more study areas.

Spectacles, Eyeglasses._.and Lenses. Lenses, including contact lenses, that
help to correct faulty vision.

Sponsor. An active duty member, retiree, or deceased active duty member or
retiree, of a Uniformed Service upon whose status his or her dependents'
eligibility for CHAMPUS is based.

Spouse. A lawful wife or husband regardless of whether or not dependent
upon the active duty member or retiree.

Student Status. A dependent of a member or former member of a Uniformed
Service who has not passed his or her 23rd birthday, and is enrolled in a
full-time course of study in an institution of higher learning.

Suppliers of Portable X-Ray Services. A supplier that meets the condi-
tions of coverage of the Medicare program, set forth in the Medicare regu-
lations (reference (m)), or the Medicaid program in the state in which the
covered service is provided.

Surgexy. Medically appropriate operative procedures, including related
preoperative and postoperative care; reduction of fractures and dislocations;
injection and needling procedures of the joints; laser surgery of the eye; and
those certain procedures listed in paragraph C.2.a. of Chapter 4 of this
Regulation.

Surglical Assistant. A physician (or dentist or podiatrist) who assists the
operating surgeon in the performance of a covered surgical service when such
assistance is certified as necessary by the attending surgeon, when the type of
surgical procedure being performed is of such complexity and seriousness as to
require a surgical assistant, and when interns, residents, or other house staff
are not available to provide the surgical assistance services in the specialty
area required.

Suspension of Claims Processing. The temporary suspension of processing
(to protect the government's interests) of claims for care furnished by a
specific provider (whether the claims are submitted by the provider or
beneficiary) or claims submitted by or on behalf of a specific CHAMPUS
beneficiary pending action by the Director, OCHAMPUS, or a designee, in a case
of suspected fraud or abuse. The action may include the administrative
remedies provided for in Chapter 9 or any other Department of Defense issuance
(e.g. DoD issuances implementing the Program Fraud Civil Remedies Act), case
development or investigation by OCHAMPUS, or referral to the Department of
Defense-Inspector General or the Department of Justice for action within their
cognizant jurisdictions.
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Timely Filing. The filing of CHAMPUS claims within the prescribed time
limits as set forth in Chapter 7 of this Regulation.

Treatment Plan. A detailed description of the medical care being rendered
or expected to be rendered a CHAMPUS beneficiary seeking approval for inpatient
benefits for which preauthorization is required as set forth in section B. of
Chapter 4 of this Regulation. A treatment plan must include, at a minimum, a
diagnosis (either ICD-9-CM or DSM-III); detailed reports of prior treatment,
medical history, family history, social history, and physical examination;
diagnostic test results; consultant's reports (if any); proposed treatment by
type (such as surgical, medical, and psychiatric); a description of who is or
will be providing treatment (by discipline or specialty): anticipated
frequency, medications, and specific goals of treatment; type of inpatient
facility required and why (including length of time the related inpatient stay
will be required); and prognosis. If the treatment plan involves the transfer
of a CHAMPUS patient from a hospital or another inpatient facility, medical
records related to that inpatient stay also are required as a part of the
treatment plan documentation.

Uniformed Services. The Army, Navy, Air Force, Marine Corps, Coast Guard,
Commissioned Corps of the USPHS, and the Commissioned Corps of the NOAA.

Veteran. A person who served in the active military, naval, or air ser-
vice, and who was discharged or released therefrom under conditions other than
dishonorable.

NOTE: Unless the veteran is eligible for "retired pay," "retirement
pay," or "retainer pay," which refers to payments of a continuing
nature and are payable at fixed intervals from the government for
military service neither the veteran nor his or her dependents
are eligible for benefits under CHAMPUS.

Well-Bahy Care. A specific program of periodic health screening, devel-
opmental assessment, and routine immunization for children from birth up to 2
years.

Widow or Widower. A person who was a spouse at the time of death of the
active duty member or retiree and who has not remarried.

Worker's Compensation Benefits. Medical benefits available under any
worker's compensation law (including the Federal Employees Compensation Act),
occupational disease law, employers liability law, or any other legislation of
similar purpose, or under the maritime doctrine of maintenance, wages, and
cure.

X-Raj Services. An x-ray examination from which an x-ray film or other
image is produced, ordered by the attending physician when necessary and
rendered in connection with a medical or surgical diagnosis or treatment of an
illness or injury, or in connection with maternity or well-baby care.
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Admission. The formal acceptance by a CHAMPUS authorized institutional provider
of a CHAMPUS beneficiary for the purpose of diagnosis and treatment of illness,
injury, pregnancy, or mental disorder.

Adopted Child. A child taken into one's own family by legal process and treated
as one's own child. In case of adoption, CHAMPUS eligibility begins as of 12:01
a.m. of the day of the final adoption decree. NOTE: There is no CHAMPUS benefit
entitlement during any interim waiting period.

All-Inclusive Per Diem Rate. The OCHAMPUS determined rate that encompasses the
daily charge for inpatient care and, unless specifically excepted, all other
treatment determined necessary and rendered as part of the treatment plan
established for a patient, and accepted by OCHAMPUS.

Allowable Charge. The CHAMPUS-determined level of payment to physicians, other
individual professional providers and other providers, based on one of the approved
reimbursement methods set forth in Chapter 14 of this Regulation. Allowable charge
also may be referred to as the CHAMPUS-determined reasonable charge.

Allowable Cost. The CHAMPUS-determined level of payment to hospitals or other
institutions, based on one of the approved reimbursement methods set forth in
Chapter 14 of this Regulation. Allowable cost may also be refeired to as the
CHAMPUS-determined reasonable cost.

Ambulance. A specially designed vehicle for transporting the sick or injured
that contains a stretcher, linens, first aid supplies, oxygen equipment, and such
lifesaving equipment required by state and local law, and that is staffed by
personnel trained to provide first aid treatment.

Amount in Dispute. The amount of money, determined under this Regulation, that
CHAMPUS would pay for medical services and supplies involved in an adverse
determination being appealed if the appeal were resolved in favor of the appealing
party. See Chapter 10 for additional information concerning the determination of
"amount in dispute" under this Regulation.

Anesthesia Services. The administration of an anesthetic agent by injection or
inhalation, the purpose and effect of which is to produce surgical anesthesia
characterized by muscular relaxation, loss of sensation, or loss of consciousness
when administered by or under the direction of a physician or dentist in connection
with otherwise covered surgery or obstetrical care, or shock therapy. Anesthesia
services do not include hypnosis or acupuncture.

Appealable Issue. Disputed questions of fact which, if resolved in favor of the
appealing party, would result in the authorization of CHAMPUS benefits, or approval
as an authorized provider in accordancP with this Regulation. An appealable issue
does not exist if no facts are in dispute, if no CHAMPUS benefits would be payable,

or if there is no authorized provider, regardless of the resolution of any disputed
facts. See Chapter 10 for additional information concerning the determination of
"appealable issue" under this Regulation.
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Appealing Party. Any party to the initial determination who files an
appeal of an adverse determination or requests a hearing under the provisions
of this Regulation.

Appropriate Medical Care

1. Services performed in connection with the diagnosis or treatment of disease
or injury, pregnancy, mental disorder, or well-baby care which are in keeping with
the generally accepted norms for medical practice in the United States;

2. The authorized individual professional provider rendering the medical care
is qualified to perform such medical services by reason of his or her training and
education and is licensed or certified by the state where the service is rendered or
appropriate national organization or otherwise meets CHAMPUS standards; and

3. The services are furnished economically. For purposes of this Regulation,
"economically" means that the services are furnished in the least expensive level of
care or medical environment adequate to provide the required medical care regardless
of whether or not that level of care is covered by CHAMPUS.

Approved teaching programs. For purposes of CHAMPUS, an approved teaching
program is a program of graduate medical education which has been duly approved in
its respective specialty or subspecialty by the Accreditation Council for Graduate
Medical Education of the American Medical Association, by the Committee on Hospitals
of the Bureau of Professional Education of the American Osteopathic Association, by
,'ie Council on Dental Education of the American Dental Association, or by the
Council on Podiatry Education of the American Podiatry Association.

Attending Physician. The physician who has the primary responsibility for the
medical diagnosis and treatment of the patient. A consultant or an assistant
surgeon, for example, would not be an attending physician. Under very extraordinary!
circumstance•s, because of the presence of complex, serious, and multiple, but
unrelated, medical conditions, a patient may have more than one attending physician
concurrently rendering medical treatment during a single period of time. An
attending physician also may be a teaching physician.

Authorized Provider. A hospital or institutional provider, physician, or other
individual professional provider, or other provider of services or supplies
specifically authorized to provide benefits under CHAMPUS in Chapter 6 of this
Regulation.

Backup Hospital. A hospital which is otherwise eligible as a CHAMPUS
institutional provider and which is fully capable of providing emergency care to a
patient who develops complications beyond the scope of services of a given category
of CHAMPUS authorized freestanding institutional provider and which is accessible
from the site of the CHAMPUS authorized freestanding institutional provider within
an average transport time acceptable for the types of medical emergencies usually
associated with the type of care provided by the freestanding facility.

Basic Program. The primary medical benefits authorized under Chapter 55 of
title 10, United States Code, and set forth in Chapter 4 of this Regulation.

Beneficiary. An individual who has been determined to he eligible for CHAMPUS
benefits, as set forth in Chapter 3 of this Regulation.
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Participating Provider. A hospital or other authorized institutional provider,
a physician or other authorized individual professional provider, or other
authorized provider that furnished services of supplies to a CHAMPUS beneficiary and
that has agreed, by act of signing and submitting a CHAMPUS claim form and
indicating participation in the appropriate space on the claim form, to accept the
CHAMPUS-determined allowable cost or charge as the total charge (even though less
than the actual billed amount), whether paid for fully by the CHAMPUS allowance or
requiring cost-sharing by the beneficiary (or sponsor).

Party to a Hearing. An appealing party or parties and CHAMPUS.

Par_ y to the Initial Determination. Includes CHAMPUS and also refers to a
CHAMPUS beneficiary and a participating provider of services whose interests have
been adjudicated by the initial determination. In addition, a provider who has been
denied approval as an authorized CHAMPUS provider is a party to that initial
determination, as is a provider who is disqualified or excluded as an authorized
provider under CHAMPUS, unless the provider is excluded based on a determination of
abuse or fraudulent practices or procedures under another federal or federally
funded program. See Chapter 10 for additional information concerning parties not
entitled to administrative review under the CHAMPUS appeals and hearing procedures.

Pharmacist. A person who is trained specially in the scientific basis of
pharmacology and who is licensed to prepare and sell or dispense drugs and compounds
and to make up prescriptions ordered by a physician.

Physical Medicine Services or Physiatry Services. The treatment of disease or
injury by physical means such as massage, hydrotherapy, or heat.

Phyqsical Handicap. A physical condition of the body that meets the following
criteria:

1. Duration. The condition is expected to result in death, or has lasted, or
with reasonable certainty is expected to last, for a minimum period of 12 months:
and

2. Extent. The condition is of such severity as to preclude the individual
from engaging in substantially basic productive activities of daily living expected
of unimpaired persons of the same age group.

Physical Therapist. A person who is trained specially in the skills and
techniques of physical therapy (that is, the treatment of disease by physical agents
and methods such as heat, massage, manipulation, therapeutic exercise. hydrotherapy,
and various forms of energy such as electrotherapy and ultrasound), who has been
authorized legally (that is, registered) to administer treatments prescribed by a
physician and who is entitled legally to use the designation "Registered Ph-]ical
Therapist. " A physical therapist also may be called a physiotherapist.
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Phys4iian. A person with a degree of Doctor of Medicine (M.D.) or Doctor of
Osteopathy (D.0.) who is licensed to practice medicine by an appropriate authority.

Physician in training. Interns, residents, and fellows participating in
approved postgraduate training programs and physicians who are not in approved
programs but who are authorized to practice only in a hospital or other
institutional provider setting, e.g., individuals with temporary or restricted
licenses, or unlicensed graduates of foreign medical schools.

Podiatrist (Doctor of Podiatry or Surgical Chiropody. A person who has
received a degree in podiatry (formerly called chiropody), that is, that specialized
field of the healing arts that deals with the study and care of the foot, including
its anatomy, pathology, and medical and surgical treatment.

Preauthorization. A decision issued in writing by the Director, OCHAMPUS, or a
designee, that CHAMPUS benefits are payable for certain services that a beneficiary
has not yet received.

Prescription Drugs and Medicines. Drugs and medicines which at the time of use
were approved for commercial marketing by the U.S. Food and Drug Administration, and
which, by law of the United States, require a physician's or dentist's prescription,
except that it includes insulin for known diabetics whether or not a prescription is
required. Drugs grandfathered by the Federal Food, Drug and Cosmetic Act of 1938
may be covered under CHAMPUS as if FDA approved.

NOTE: The fact that the U.S. Food and Drug Administration has approved a
drug for testing on humans would not qualify it within this
definition.

Preventive Ca•r•e• Diagnostic and other medical procedures nor related directly
to a specific illness, injury, or definitive set of symptoms, or obstetrical care,
but rather performed as periodic health screening, health assessment, or health
maintenance.

Primarryayer. The plan or program whose medical benefits are payable first in
a double coverage situation.

Private Duty(Special) NursingServices. Skilled nursing services rendered to
an individual patient requiring intensive medical care. Such private duty (special)
nursing must be by an actively practicing registered nurse (R.N.) or licensed
practical or vocational nurse (L.P.N. or L.V.N.) only when the medical condition of
the patient requires intensive skilled nursing services (rather than primarily
providing the essentials of daily living) and when such skilled nursing care is
ordered by the attending physician.

Private Room. A room with one bed that is designated as a private room
by the hospital or other authorized institutional provider.

Program for the Handicapped (PFTH). The special program set forth in Chapter 5
of this Regulation, through which dependents of active duty members receive
supplemental benefits for the moderately or severely mentally retarded and the
seriously physically handicapped over and above those medical benefits.available
under the Basic Program.
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Special Tutoring. Teaching or instruction provided by a private teacher to an
individual usually in a private or separate setting to enhance the educational
development of an individual in one or more study areas.

Spectacles, Eyeglasses, and Lenses. Lenses, including contact lenses, that help
to correct faulty vision.

Sponsor. An active duty member, retiree, or deceased active duty member or
retiree, of a Uniformed Service upon whose status his or her dependents' eligibility
for CHAMPUS is based.

Spouse. A lawful wife or husband regardless of whether or not dependent upon
the active duty member or retiree.

Student Status. A dependent of a member or fcrmer member of a Uniformed Service
who has not passed his or her 23rd birthday, and is enrolled in a full-time course
of study in an institution of higher learning.

Suppliers of Portable X-Ray Services. A supplier that meets the conditions of
coverage of the Medicare program, set forth in theMedicare regulations (reference
(m)), or the Medicaid program in the state in which the covered service is provided.

Surgery. Medically appropriate operative procedures, including related
preoperative and postoperative care; reduction of fractures and dislocations;
injection and needling procedures of the joints; laser surgery of the eye; and those
certain procedures listed in paragraph C.2.a. of Chapter 4 of this Regulation.

Surgical Assistant. A physician (or dentist or podiatrist) who assists the
operating surgeon in the performance of a covered surgical service when such
assistance is certified as necessary by the attending surgeon, when the type of
surgical procedure being performed is of such complexity and seriousness as to
require a surgical assistant, and when interns, residents, or other house staff are
not available to provide the surgical assistance services in the specialty area
required.

Suspension of Claims Processing. The temporary suspension of processing (to
protect the government's interests) of claims for care furnished by a specific
provider (whether the claims are submitted by the provider or beneficiary) or claims
submitted by or on behalf of a specific CHAMPUS beneficiary pending action by the
Director, OCHAMPUS, or a designee, in a case of suspected fraud or abuse. The
action may include the administrative remedies provided for in Chapter 9 or any
other Department of Defense issuance (e.g. DoD issuances implementing the Program
Fraud Civil Remedies Act), case development or investigation by OCHAMPUS, or
referral to the Department of Defense-Inspector General or the Department of Justice
for action within their cognizant jurisdict'ins.

Teaching phy_ýsician. A teaching physician is any physician whose duties include
providing medical training to physicians in training within a hospital ot other
institutional provider setting.
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Timely_ Filin. The filing of CHAMPUS claims within the prescribed time limits
as set forth in Chapter 7 of this Regulation.

Treatment Plan. A detailed description of the medical care being rendered or
expected to be rendeled a CHAMPUS beneficiary seeking approval for inpatient
benefits for which prpauthorization is required as set forth in section B. of
Chapter 4 of this Regulation. A treatment plan must include, at a minimum, a
diagnosis (either ICD-9-CM or DSM-III); detailed reports of prior treatment, medical
history, family history, social history, and physical examination: diagnostic test
results; consultant's reports (if any); proposed treatment by type (such as
surgical, medical, and psychiatric); a description of who is or will be providing
treatment (by discipline or specialty); anticipated frequency, medications, and
specific goals of treatment; type of inpatient facility required and why (including
length of time the related inpatient stay will be required); and prognosis. If the
treatment plan involves the transfer of a CHAMPUS patient from a hospital or another
inpatient facility, medical records related to that inpatient stay also are required
as a part. of the treatment plan documentation.

Uni formed Services. The Army, Navy, Air Force, Marine Corps, Coast Guard,
Commissioned Corps of the USPHS, and the Commissioned Corps of the NOAA.

Veteran. A person who served in the active military, naval, or air ser-
vice, and who was discharged or released therefrom under conditions other than
dishonorable.

NOTE: Unless the veteran is eligible for "retired pay," "retirement pay," or
"retainer pay," which refers to payments of a continuing nature and
are payable at fixed intervals from the government for military
service neither the veteran nor his or her dependents are eligible for
benefits under CllANPUS.

Well-Ba byQ Care. A specific program of periodic health screening, devel-
opmental assessment, and routine imnunization tor children from birth up to 2 years.

Widow or Widower. A person who was a spouse at the time of death of the active
duty member or retiree and who has not remarried.

Worket's Compensation Benefits. Medical benefits available under any worker's
compensation law (including the Federal Employees Compensation Act ), occupational
disease law, employers liability law, or any other legislation of similar purpose,
or under the maritime dctrine of maintenance, wages, and cure.

X-,ayServies. An x-ray examination from which an x-ray film or other image is

prto•thted, ,Irdpr.ed by the attending physician when necessary and rendered in
connection with a medical or surgical diagnosis ot treatment of an illness or
injunty, or in (on"lrection with maternity or well.-baby rate.
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c. Documentation for preauthorization - approved treatment plan. A
request for preauthorization described in subsection A.11. of this chapter, requires
submission of a detailed treatment plan, in accordance with guidelines and
procedures issued by the Director, OCHAMPUS.

d. Other preauthorization requirements

(1) The Director, OCHAMPUS, or a designee, shall respond to all
requests for preauthorization in writing and shall send notification of approval or
denial to the beneficiary.

(2) The Director, OCHAMPUS, or a designee, shall specify, in the
approved preauthorization, the services and supplies the approval covers.

(3) An approved preauthorization is valid only for 90 days from the
date of issuance. If the preauthorized services and supplies are not obtained or
commenced within the 90-day period, a new preauthorization request is required.

(4) A preauthorization may set forth other -special limits or
requirements as indicated by the particular case or situation for which
preauthorization is being issued.

12. Utilization review, quality assurance and preauthorization for inpatient
mental health services.

a. In_general. The Director, OCHAMPUS shall provide, either directly or
through contract, a program of utilization and quality review for all mental health
care services. Among other things, this program shall include mandatory
preadmission authorization before nonemergency inpatient mental health services may
be provided and mandatory approval of continuation of inpatient services within 72
hours of emergency admissions. This program shall also include requirements for
other pretreatment authorization procedures, concurrent review of continuing
inpatient and outpatient care, retrospective review, and other such procedures as
determined appropriate by the Director, OCHAMPUS. The provisions of paragraph H of
this chapter and paragraph F, Chapter 15, shall apply to this program. The
Director, OCHAMPUS, shall establish, pursuant to paragraph F., Chapter 15,
procedures substantially comparable to requirements of paragraph H of this chapter
and Chapter 15. If the utilization and quality review program for mental health
care services is provided by contract, the contractor(s) need not be the same
contractor(s) as are engaged under Chapter 15 in connection with the review of other
services.

b. Preadmission authorization.

(I) This section generally requires preadmission authorization for
all nonemergency inpatient mental health services and prompt continued stay
authorization after emergency admissions. Institutional services for which payment
would otherwise be authorized, but which were provided without compliance with
preadmissiln authorization requirements, do not qualify for the same payment that
would be provided if the preadmission requirements had been met.
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(2) In cases of noncompliance with preadmission authorization

requirements, institutional payment will be reduced by the amount attributable to

the days of services without the appropriate certification up to a maximum of five

days of services. In cases in which payment is determined on a prospectively set

per-discharge basis (such as the DRG-based payment system), the reduction shall be
$500 for each day of services provided without the appropriate preauthorization, up
to a maximum of five days of services.

(3) For purposes of paragraph A.12.b.(2) of this chapter, a day of

services without the appropriate preauthorization is any day of services provided

prior to:

(a) the receipt of an authorization; or

(b) the effective date of an authorization subsequently

received.

(4) Services for which payment is disallowed under paragraph

A.12.b.(2) of this chapter may not be billed to the patient (or the patient's

family).

13. Implementing instructions. The Director, OCHAMPUS, or a designee, shall

issue policies, instructions, procedures, guidelines, standards, or criteria as may
be necessary to implement the intent of this Regulation.

B. INSTITUTIONAL BENEFITS

1. General. Services and supplies provided by an institutional provider

authorized as set forth in Chapter 6 of this Regulation may be cost-shared only when

such services or supplies (i) are otherwise authorized by this Regulation; (ii) are

medically necessary; (iii) are ordered, directed, prescribed, or delivered by an

OCHAMPUS-authorized individual professional provider as set forth in Chapter 6 of

this Regulation or by an employee of the authorized institutional provider who is

otherwise eligible to be a CHAMPUS authorized individual professional provider; (iv)

are delivered in accordance with generally accepted norms for clinical practice in

the United States; (v) meet established quality standards; and (vi) comply with

applicable definitions, conditions, limitations, exceptions, or exclusions as

otherwise set forth in this Regulation.

a. Billing practices. To be considered for benefits under this section

B., covered services and supplies must be provided and billed for by a hospital or

other authorized institutional provider. Such billings must be fully itemized and

sufficiently descriptive to permit CHAMPUS to determine whether benefits are

authorized by this Regulation. Depending on the individual circumstances, teaching

physician services may be considered an institutional benefit in accordance with

this Section or a professional benefit under Section C. See paragraph C.3.m. of

this Chapter for the CHAMPUS requirements regarding teaching physicians. In the

case of continuous care, claims shall be submitted to the appropriate CHIAMPUS fiscal

intermediary at least every 30 days either by the beneficiary or sponsor or, on a

participating basis, directly by the facility on behalf of the beneficiary (refer to
Chapter 7).
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(4) For patients in care at the time the inpatient limit is reached,
a waiver must he requested prior to the limit. For patients being readmitted after
having received 30 or 45 days in the fiscal year, the waiver review will be
conducted at the time of the preadmission authorization.

d. Acute care day limits do not apply to services provided under the
Program for the Handicapped (Chapter 5 of this Regulation) or services provided as
partial hospitalization care.

C. PROFESSIONAL SERVICES BENEFIT

1. General. Benefits may be extended for those covered services des-
cribed in this section C., that are provided in accordance with good medical
practice and established standards of quality by physicians or other author-
ized individual professional providers, as set forth in Chapter 6 of this
Regulation. Such benefits are subject to all applicable definitions, condi-
tions, exceptions, limitations, or exclusion as may be otherwise set forth
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in this or other chapters of this Regulation. Except as otherwise specifi-.
cally authorized, to be considered for benefits under this Section C., the
described services must be rendered by a physician, or prescribed, ordered,
and referred medically by a physician to other authorized individual pro-
fessional providers. Further, except under specifically defined circum-
stances, there should be an attending physician in any episode of care.
(For example, certain services of a clinical psychologist are exempt from
this requirement. For these exceptions, refer to Chapter 6.)

a. Billing practices. To be considered for benefits under this Section
C, covered professional services must be performed personally by the physician or
other authorized individual professional provider, who is other than a salaried or
contractual staff member of a hospital or other authorized institution, and who
ordinarily and customarily bills on a fee-for-service basis for professional
services rendered. Such billings must be itemized fully and sufficiently
descriptive to permit CHAMPUS to determine whether benefits are authorized by this
Regulation. See paragraph C.3.m. of this Chapter for the requirements regarding the
special circumstances for teaching physicians. For continuing professional care,
claims should be submitted to the appropriate CHAMPUS fiscal intermediary at least
every 30 days either by the beneficiary or sponsor, or directly by the physician or
other authorized individual professional provider on behalf of a beneficiary (refer
to Chapter 7 of this Regulation).

b. Services must be related. Covered professional serviues must
be rendered in connection with and directly related to a covered diagnosis
or definitive set of symptoms requiring medically necessary treatment.

2. Covered services of physicians and other authorized individual pro-
fessional providers

a. §Surery. Surgery means operative procedures, including related
preoperative and postoperative care; reduction of fractures and dislocations;
injection and needling procedures of the joints; laser surgery of the eye;
and the following procedures:

Bronchoscopy
Laryngoscopy
Thoracoscopy
Catheterization of the heart
Arteriograph thoracic lumbar
Esophagoscopy
GaLtroscopy
Proctoscopy
Sigmoidoscopy
Peritoneoscopy
Cystoscopy
Colonoscopy
Upper G.I. panendoscopy
Encephalograph
Myelography
Discography
Visualization of intracranial aneurysm by intracarotid

injection of dye, with exposure of carotid artery,
unilateral

4-14
#First Amendment (Ch 4, 8/14/92)



DoD 6010.8-R
Jul 91#

1. Private dutyLspecial) nursing. Benefits are available for the
skilled nursing services rendered by a private duty (special) nurse to a beneficiary
requiring intensive skilled nursing care that can only be provided with the
technical proficiency and scientific skills of an R.N. The specific skilled nursing
services being rendered are controlling, not the condition of the patient or the
professional status of the private duty (special) nurse rendering the services.

(1) Inpatient private duty (special) nursing services are limited to
those rendered to an inpatient in a hospital that does not have an ICU. In
addition, under specified circumstances, private duty (special) nursing in the home
setting also is covered.

(2) The private duty (special) nursing care must be ordered and
certified to be medically necessary by the attending physician.

(3) The skilled nursing care must be rendered by a private duty
(special) nurse who is neither a member of the immediate family nor is a member of
the beneficiary's household.

(4) Private duty (special) nursing care does not, except
incidentally, include providing services that provide or support primarily the
essentials of daily living or acting as a companion or sitter.

(5) If the private duty (special) nursing care services being
performed are primarily those that could be rendered by the average adult with
minimal instruction or supervision, the services would not qualify as covered
private duty (special) nursing services, regardless of whether performed by an R.N.,
regardless of whether or not ordered and certified to by the attending physician,
and regardless of the condition of the patient.

(6) In order for such services to be considered for benefits, a
private duty (special) nurse is required to maintain detailed daily nursing notes,
whether the case involves inpatient nursing service or nursing services rendered in
the home setting.

(7) Claims for continuing private duty (special) nursing care shall
be submitted at least every 30 days. Each claim will be reviewed and the nursing
care evaluated whether it continues to be appropriate and eligible for benefits.

(8) ii most situations involving private duty (special nursing care
rendered in the home setting, benefits will be available only for a portion of the
care, that is, providing benefits only for that time actually required to perform
medically necessary skilled nursing services. If full-time private duty (special)
nursing services are engaged, usually for convenience or to provide personal
services to the patient, CHAMPUS benefits are payable only for that portion of the
day during which skilled nursing services are rendered, but in no event is less than
1 hour of nursing care payable in any 24-hour period during which skilled nursing
services are determined to have been rendered. Such situations often are better
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accommodated through the use of visiting nurses. This allows the personal services
that are not coverable by CHAMPUS to be obtained at lesser cost from other than an
R.N. Skilled nursing services provided by visiting nurses are covered under
CHAMPUS.

NOTE: When the services of an R.N. are not available, benefits may be
extended for the otherwise covered services of a L.P.N. or L.V.N.

m. Physicians in a teaching setting.

(1) Teaching physicians.

(a) General. The services of teaching physicians may be
reimbursed on an allowable charge basis only when the teaching physician has
established an attending physician relationship between the teaching physician and
the patient or when the teaching physician provides distinct, identifiable, personal
services (e.g., services rendered as a consultant, assistant surgeon, etc.).
Attending physician services may include both direct patient care services or direct
supervision of care provided by a physician in training. In order to be considered
an attending physician, the teaching physician must:

1 Review the patient's history and the record of
examinations and tests in the institution, and make frequent reviews of the
patient's progress; and

2 Personally examine the patient; and

3 Confirm or revise the diagnosis and determine the
course of treatment to be followed; and

4 Either perform the physician's services required by the
patient or supervise the treatment'so as to assure that appropriate services are
provided by physicians in training and that the care meets a proper quality level;
and

5 Be present and ready to perform any service performed
by an attending physician in a nonteaching setting when a major surgical procedure
or a complex or dangerous medical procedure is performed; and

6 Be personally responsible for the patient's care, at
least throughout the period of hospitalization.

(b) Direct supervision by an attendin&_physician of care
proviided ýyhysicians in training. Payment on the basis of allowable charges may
be made for the professional services rendered to a beneficiary by his/her attending
physician when the attending physician provides personal and identifiable direction
to physicians in training who are participating in the care of the patient. It is
not necessary that the attending physician be personally present for all services,
but the attending physician must be on the provider's premises and available to
provide immediaLe personal assistance and direction if needed.
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(c) Individual,_jersonal services. A teaching physician may be

reimbursed on an allowable charge basis for any individual, identifiable service

rendered to a CHAMPUS beneficiary, so long as the service is a covered service and

is normally reimbursed separately, and so long as the patient records substantiate

the service.

(d) Who may bill. The services of a teaching physician must be

billed by the institutional provider when the physician is employed by the provider
or a related entity or under a contract which provides for payment to the physician
by the provider or a related entity. Where the teaching physician has no

relationship with the provider (except for standard physician privileges to admit
patients) and generally treats patients on a fee for service basis in the private

sector, the teaching physician may submit claims under his/her own provider number.

(2) Physicians in training. Physicians in training in an approved
teaching program are considered to be "students" and may not be reimbursed directly
by CHAMPUS for services rendered to a beneficiary when their services are provided
as part of their employment (either salaried or contractual) by a hospital or other
institutional provider. Services of physicians in training may be reimbursed on an
allowable charge basis only if:

(a) The physician in training is fully licensed to practice

medicine by the state in which the services are performed, and

(b) The services are rendered outside the scope and requirements

of the approved training program to which the physician in training is assigned.

D. OTHER BENEFITS

1. General. Benefits may be extended for the allowable charge of those other
covered services and supplies described in this section D., which are provided in

accordance with good medical practice and established standards of quality by those
other authorized providers described in Chapter 6 of this Regulation. Such benefits

are subject to all applicable definitions, conditions, limitations, or exclusions as
otherwise may be set forth in this or other chapters of this Regulation. To be
considered for benefits under this section D., the described services or supplies
must be prescribed and ordered by a physician. Other authorized individual
professional providers acting within their scope of licensure may also prescribe

and order these services and supplies unless otherwise specified in this section
D. For example, durable medical equipment and cardiorespiratory monitors can only
be ordered by a physician.
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2. Billing practices. To be considered for benefits under this Section D.,
covered services and supplies must be provided and billed for by an authorized
provider as set forth in Chapter 6 of this Regulation. Such billing must be
itemized fully and described sufficiently, even when CHAMPUS payment is determined
under the CHAMPUS DRG-based payment system, so that CHAMPUS can determine whether
benefits are authorized by this Regulation. Except for claims subject to the
CHAMPUS DRG-based payment system, whenever continuing charges are involved, claims
should be submitted to the appropriate CHAMPUS fiscal intermediary at least every 30
days (monthly) either by the beneficiary or sponsor or directly by the provider.
For claims subject to the CHAMPUS DRG-based payment system, claims may be submitted
only after the beneficiary has been discharged or transferred from the hospital.

3. Other covered services and supplies

a. Blood. If whole blood or plasma (or its derivatives) are provided and
billed for by an authorized institution in connection with covered treatment,
benefits are extended as set forth in section B. of this chapter. If blood is
billed for directly to a beneficiary, benefits may be extended under this section D.
in the same manner as a medical supply.

b. Durable medical equipment

(1) Scope of benefit. Subject to the exceptions in paragraphs (2)
and (3) below, only durable medical equipment (DME) which is ordered by a physician
for the specific use of the beneficiary, and which complies with the definition of
"Durable Medical Equipment" in Chapter 2 of this Regulation, and which is not
otherwise excluded by this Regulation qualifies as a Basic Program benefit.

(2) Cardiorespiratory monitor exception.

(a) When prescribed by a physician who is otherwise eligible as
a CHAMPUS individual professional provider, or who is on active duty with a United
States Uniformed Service, an electronic cardiorespiratory monitor, including
technical support necessary for the proper use of the monitor, may be cost-shared as
durable medical equipment when supervised by the prescribing physician for in-home
use by:

1 An infant beneficiary who has had an apparent
life-threatening event, as defined in guidelines issued by the Director, OCHAMPUS,
or a designee, or,

2 An infant beneficiary who is a subsequent or multiple
birth biological sibling of a victim of sudden infant death syndrome (SIDS), or,

3 An infant beneficiary whose birth weight
was 1,500 grams or less, or,

4 An infant beneficiary who is a pre-term infant with
pathologic apnea, as defined in guidelines issued by the Director, OCHAMPUS, or a
designee, or,
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(i) Professional staff. The center's professional staff is
legally and professionally qualified for the performance of their professional
responsibilities.

(j) Medical records. The center maintains full and complete
written documentation of the services rendered to each woman admitted and each
newborn delivered. A copy of the informed consent document required by subparagraph
(c), above, which contains the original signature of the CHAMPUS beneficiary, signed
and dated at the time of admission, must be maintained in the medical record of each
CHAMPUS beneficiary admitted.

(k) Quality assurance. The center has an organized program for
quality assurance which includes, but is not limited to, written procedures for
regularly scheduled evaluation of each type of service provided, of each mother or
newborn transferred to a hospital, and of each death within the facility.

(1) Governance and administration. The center has a governing
body legally responsible for overall operation and maintenance of the center and a
full-time employee who has authority and responsibility for the day-to-day operation
of the center.

C. INDIVIDUAL PROFESSIONAL PROVIDERS OF CARE

1. General. Individual professional providers of care are those providers who
bill for their services on a fee-for-service basis and who are not employed by an
institutional provider or under a contract which provides for payment to the
individual professional provider by an institutional provider. This category also
includes those individuals who have formed professional corporations or associations
qualifying as a domestic corporation under section 301.7701-5 of the Internal
Revenue Service Regulations (reference (cc)). Such individual professional
providers must be licensed or certified by the local licensing or certifying agency
for the jurisdiction in which the care is provided; or in the absence of state
licensure/certification, be a member of or demonstrate eligibility for full
clinical membership in, the appropriate national or professional certifying
association that sets standards for the profession of which the provider is a
member. Services provided must be in accordance with good medical practice and
prevailing standards of quality of care and within recognized utilization norms.

a. Licensing/Certification required, scope of license. Otherwise covered
services shall be cost-shared only if the individual professional provider holds a
current, valid license or certification to practice his or her profession in the
jurisdiction where the service is rendered. Licensure/certification must be at the
full clinical practice level. The services provided must be within the scope
of the license, certification or other legal authorization. Licensure or
certification is required to be a CHAMPUS authorized provider if offered in the
jurisdiction where the service is rendered, whether such licensure or certification
is required by law or provided on a voluntary basis. The requirement also applies
for those categories of providers that would otherwise be exempt by the state
because the provider is working in a non-profit, state-owned or church setting.
Licensure/certification is mandatory for a provider to become a CHAMPUS-authorized
provider.
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h. Monitoring required. The Director, OCHAMPUS, or a designee, shall
develop appropriate monitoring programs and issue guidelines, criteria, or norms
necessary to ensure that CHAMPUS expenditures are limited to necessary medical
supplies and services at the most reasonable cost to the government and
beneficiary. The Director, OCHAMPUS, or a designee, also will take such steps as
necessary to deter overutilization of services.

c. Christian SciencE. Christian Science practitioners and Christian
Science nurses are authorized to provide services under CHAMPUS. Inasmuch as they
provide services of an extramedical nature, the general criteria outlined above do
not apply to Christian Science services (refer to subparagraph C.3.d.(2), below,
regarding services of Christian Science practitioners and nurses).

d. Physician referral and supervision. Physician referral and
supervision is required for the services of paramedical providers as listed in
subparagraph C.3.c.8. and for pastoral counselors, and mental health counselors.
Physician referral means that the physician must actually see the patient, perform
an evaluation, and arrive at an initial diagnostic impression prior to referring the
patient. Documentation is required of the physician's examination, diagnostic
impression, and referral. Physician supervision means that the physician provides
overall medical management of the case. The physician does not have to be
physically located on the premises of the provider to whom the referral is made.
Communication back to the referring physician is an indication of medical
management.

e. Medical records: Individual professional providers must maintain
adequate clinical records to substantiate that specific care was actually
furnished, was medically necessary, and appropriate, and identify(ies) the
individual(s) who provided the care. This applies whether the care is
inpatient or outpatient. The minimum requirements for medical record
documentation are set forth by the following:

(1) The cognizant state licensing authority;

(2) The Joint Commission on Accreditation of Healthcare
Organizations, or other health care accreditation organizations as may be
appropriate;

(3) Standards of practice established by national medical
organizations; and

(4) This Regulation.

2. Interns and residents. Interns and residents may not be paid directly by
CHAMPUS for services rendered to a beneficiary when their services are provided as
part of their employment (either salaried or contractual) by a hospital or other
institutional provider.
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(a) Psychiatric admission evaluation report within 24 hours of
admission.

(b) History and physicPl examination within 24 hours of
admission; complete report dotumented within 72 hours for acute and residential
programs and within 3 working days for partial programs.

(c) Individual and family therapy notes within 24 hours of
procedure for acute, detoxification and Residential Treatment Center (RTC) programs
and within 48 hours for partial programs.

(d) Preliminary treatment plan within 24 hours of admission.

(e) Master treatment plan within 72 hours of admission for
acute care, 10 days for RTC care, 7 days for full-day partial programs and within
5 days for half-day partial programs.

(f) Family assessment report within 72 hours of admission for
acute care and 7 days for RTC and partial programs.

(g) Nursing assessment report within 24 hours of admission.

(h) Nursing notes at the end of each shift for acute and
detoxification programs; every ten visits for partial hospitalization; and at least
once a week for RTCs.

(i) Daily physirian notes for intensive treatment,
detoxification, and rapid stabilization programs: twice per week for acute
programs; and once per week for RTC and partial programs.

(j) Group therapy notes once per week.

(k) Ancillary service notes once per week.

NOTE: A pattern of failure to meet the above criteria may result in
provider sanctions prescribed under Chapter 9 of •he Regulation.

4. Double coverage information. When the CHAMPUS beneficiary is eligible
for medical benefits coverage through another plan, insurance, or program,
either private or Government, the following information mu-t be provided:

a. Name of other coveriae. Full name and address of double coverage
plan, insurance, or program (such as Blue Cross, Medicare, commercial insurance,
and state program).

b. Source of double coverage. Source of douhle coverage (such as
employment, including retirement, private purchase, membership in a group, and
law).
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c. Employer information. If source of double coverage is employment,
give name and address of employer.

d. Identification number. Identification number or group number of

other coverage.

5. Right to additional information

a. As a condition precedent to the cost-sharing of benefits under this
Regulation or pursuant to a review or audit, whether the review or audit is
prospective, concurrent, or retroactive, OCHAMPUS or CHAMPUS contractors may
request, and shall be entitled to receive, information from a physician or
hospital or other person, institution, or organization (including a local, state,
or Federal Government agency) providing services or supplies to the beneficiary
for whom claims or requests for approval for benefits are submitted. Such
information and records may relate to the attendance, testing, monitoring,
examination, diagnosis, treatment, or services and supplies furnished to a
beneficiary and, as such, shall be necessary for the accurate and efficient
administration of CHAMPUS benefits. This may include requests for copies of all
medical records or documentation related to the episode of care. In addition,
before a determination on a request for preauthorization or claim of benefits is
made, a beneficiary, or sponsor, shall provide additional information relevant to
the requested determination, when necessary. The recipient of such information
shall hold such records confidential except when:

(1) Disclosure of such information is authorized specifically
by the beneficiary;

(2) Disclosure is necessary to permit authorized governmental
officials to investigate and prosecute criminal actions; or

(3) Disclosure is authorized or required specifically under the
terms of DoD Directives 5400.7 and 5400.11, the Freedom of Information Act,
and the Privacy Act (references (i), (j), and (k)) (refer to section 1. of
Chapter 1 of this Regulation).

b. For the purposes of determining the applicability of and
implementing the provisions of Chapters 8 and 9, or any provision of similar
purpose of any other medical benefits coverage or entitlement, OCHAMPUS or
CHAMPUS fiscal intermediaries, without consent or notice to any beneficiary
or sponsor, may release to or obtain from any insurance company or other
organization, governmental agency, provider, or person, any information with
respect to any beneficiary when such release constitutes a routine use duly
published in the Federal Register in accordance with the Privacy Act.

c. Before a beneficiary's claim of benefits is adjudicated, the
beneficiary or the provider(s) must furnish to CHAMPUS that information which is
necessary to make the benefit determination. Failure to provide the requested

4
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' information will result in denial of the claim. A beneficiary. by submitting a
CHAMPUS claim(s) (either a participating or nonparticipating claim), is deemed to
have given consent to the release of any and all medical records or documentation
pertaining to the claims and the episode of care.

C. SIGNATURE ON CHAMPUS CLAIM FORM

1. Beneficiary signature. CHAMPUS claim forms must be signed by the
beneficiary except under the conditions identified in paragraph C.l.e.,
below. The parent or guardian may sign for any beneficiary under 18 years.

a. Certification of identity. This signature certifies that the
patient identification informaJion provided is correct.

b. Certification of medical care provided. This signature certifies
that the specific medical care for which benefits are being claimed actually
were rendered to the beneficiary on the dates indicated.

c. Authorization to obtain or release information. Before requesting
additional information necessary to process a claim or releasing medical in-
formation, the signature of the beneficiary who is 18 years old or older must
be recorded on or obtained on the CHAMPUS claim form or on a separate release
form. The signature of the beneficiary, parent, or guardian will be requested
when the beneficiary is under 18 years.

NOTE: If the care was rendered to a minor and a custodial parent or legal
guardian requests information prior to the mi:.,r turning 18 years of
age, medical records may still be released pursuant to the signature
of the parent or guardian, and claims information may still be
released to the parent or guardian in response to the request, even
though the beneficiary has turned 18 between the time of the request
and the response. However, any follow-up request or subsequent
request from the parent or guardian, after the beneficiary turns 18
years of age, will necessitate the authorization of the beneficiary
(or the beneficiary's legal guardian as appointed by a cognizant
court), before records and information can be released to the paren t

or guardian.

d. Certification of accuracy and authorization to release double
coverge information. This signature certifies to the accuracy of the double
coverage information and authorizes the release of any information related to
double coverage. (Refer to Chapter 8 of this Regulation.)

e. Exceptions to beneficiary signature requirement

(i) Except as required by paragraph C.l.c., above, the signature
of a spouse, parent, or guardian will be accepted on a claim submitted for a
beneficiary who is 18 years old or older.

7-9
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(2) When the institutional provider obtains the signature of the
beneficiary (or the signature of the parent or guardian when the beneficiary
is under 18 years) on a CHAMPUS claim form at admission, the following parti-
cipating claims may be submitted without the beneficiary's signature.

(a) Claims for laboratory and diagnostic tests and test
interpretations from radiologists, pathologists, neurologists, and cardiolo-
gists.

(b) Claims from anesthesiologists.

(3) Claims filed by providers using CHAMPUS-approved signature-
on-file and claims submission procedures.

2. Provider's signature. A participating provider (see subsection A.8. of
Chapter 6) is required to sign the CHAMPUS claim form.

a. Certification. A participating provider's signature on a CHAMPUS
claim form:

(1) Certifies that the specific medical care listed on the claim
form was, in fact, rendered to the specific beneficiary for which benefits are
being claimed, on the specific date or dates indicated, at the level indicated
and by the provider signing the claim unless the claim otherwise indicates another
individual provided the care. For example, if the claim is signed by a
psychiatrist and the care billed was rendered by a psychologist or licensed
social worker, the claim must indicate both the name and profession o' the
individual who rendered the care.

(2) Certifies that the provider has agreed to participate
(providing this agreement has been indicated on the claim form) and that the
CHAMPUS-determlned allowable charge or cost will constitute the full charge
or cost for the medical care listed on the specific claim form; and further
agrees to accept the amount paid by CHAMPUS or the CHAMPUS payment combined
with the cost-shared amount paid by, or on behalf of the beneficiary, as
full payment for the covered medical services or supplies.

(a) Thus, neither CHAMPUS nor the sponsor is responsible
for any additional charges, whether or not the CHAMPUS-determined charge or
cost is less than the billed amount.

(b) Any provider who signs and submits a CHAMPUS claim form and
then violates this agreement by billing the beneficiary or sponsor for any
d'fference between the CHAMPUS-determined charge or cost and the amount billed is
acting in bad faith and is subject to penalties including withdrawal of CHAMPUS
approval is a CHAMPUS provider 'y administrative action of the Dir 'ctor, OCHAMPUS.
or a designee, and possible legal actiun on the part of CHAMPITS, either dite,-tlv ,r
a- a part of a benticiary action, to tPcover monies impropPrlv obtained fro;v CHAMPYS
beneficiaries or sponsors (refer to Thapter 6 of this Regulation).

I
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h. P~hyician _or _other authorized individual professionaprovider.
A physician or other authorized individual professional provider is liable
for any signature submitted on his or her behalf. Further, a facsimile
signature is not acceptable unless such facsimile signature is on file with,
and has been authorized specifically by, the CHAMPUS fiscal intermediary
serving the state where the physician or other authorized irdividual
professional provider practices.

c. Hospital or other authorized institutional provider. The provider
signature on a claim form for institutional services must be that of an authorized
representative of the hospital or other authorized institutional provider, whose
signature is on file with and approved by the appropriate CHAMPUS fiscal
int ermediary.

D. CLAIMS FILING DEADLINE

To he considered for benefits, all claims submitted under CHAMIPUS must
be filed with the appropriate CHAMPUS fiscal intermediary no later than
December 31 of the calendar year immediately following the one in which
the :overed service or supply was rendered. Failure to file a claim timely
waives automatically all rights to any benefits for such services or supplies
provided during the period affected by the claims filing deadline.

i. Claims returned for additional information. When a claim initially
is submitted within the claims filing time limit, but is returned in whole
or in part for additional information to be considered for benefits, the
returned claim, along with the requested information, must be resubmitted
and received by the appropriate CHAMPUS fiscal intermediary no later than
the applicable December 31 deadline or 90 days from the date the claim was
returned to the beneficiary, whichever is later.

2. Exception to claims filing deadline. The Director, OCHAMPUS, or a
designee, may grant exceptions to the claims filing deadline requirements.

a. Types of exception

(1) Retroactive eligibility. Retroactive CHAMPUS eligibility
dete rminat ions.

(2) Adminiqtrativp error. Administrative error (that is,
misrepresentation, mistake, or other accountable action) of an officer or
employee of OCHAMPUS (including OCHAMPUSEUR) or a CHAMPUS fiscal intermediary,
performing functions under CHAMPUS and acting within the sctpe of that official's
authority.

(3) Mental_ in( ompetency. -Mental incomp-tency (d the beneficiarv or
gtuatdian -r srccnsccr, in the , ase of a minor chil, (whi h int luces inability to
c,(rmmini( ate, even it it is the tsult of a chvy i( al disability)
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(4) Provider billings. Direct billings by participating
providers.

(5) Delay__by other health insurance. When not attributable to
the beneficiary, delays in adjudication by other health insurance companies
when double coverage coordination is required before the CHAMPUS benefit
determination.

b. e__e_quest for exception to claims filing deadline. Beneficiaries
who wish to request an exception to the claims filing deadline may submit
such a request to the CHAMPUS fiscal intermediary having jurisdiction over
the location in which the service was rendered, or as otherwise designated
by the Director, OCHAMPUS.

(1) Such requests for an exception must include a complete
explanation of the circumstances of the late filing, together with all avail-
able documentation supporting the request, and the specific claim denied for
late filing.

(2) Each request for an exception to the claims filing deadline
is reviewed individually and considered on its own merits.

E. OTHER CLAIMS FILING REQUIREMENTS

Notwithstanding the claims filing deadline descriu :i section D. of
this chapter, to lessen any potential adverse impact on a CHAMPUS beneficiary I
or sponsor that could result from a retroactive denial, the following addi-

tional claims filing procedures are recommended or required.

1. Continuing care. Except for claimns subject to the CHAMPUS DRG-based
payment system, whenever medical services and supplies are being rendered on a
continuing basis, an appropriate claim or claims should be submitted every 30 days
(monthly) whether submitted directly by the beneficiary or sponsor or by the
provider on behalf of the beneficiary. Such claims may be submitted more frequently
if the beneficiary or provider so elects. The Director, OCHAMPUS, or a designee,
also may require more frequent claims submission based on dollars. Examples of care
that may be rendered on a continuing basis are outpatient physical therapy, private
duty (special) nursing, or inpatient stays. For claims subject to the CHAMPUS
DRG-based payment system, claims may be submitted only after the beneficiary has
been discharged or transferred from the hospital.

2. Inpatient mental health services. Under most circumstances, the
60-day inpatient mental health limit applies to the first 60 days of care
paid in a calendar year. The patient will be notified when the first 30 days of
inpatient mental health benefits have been paid. The beneficiary is responsible for
assuring that all claims for care are submitted sequentially and on a regular
basis. Once payment has been made for care determined to be mpdically appropriate
and a program benefit, the decision will not be reopened solply on the basis that
previous inpatient mental health care had been rendered but not yet. billed during
the same calendar year by a different piovider.

#
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3. Claims involving the services of marriage and family counselors, pastoral
counselors, and mental health counselors. CHAMPUS requires that marriage and
family counselors, pastoral counselors, and mental health counselors make a
written report to the referring physician concerning the CHAMPUS beneficiary's
progress. Therefore, each claim for reimbursement for services of marriage and
family counselors, pastoral counselors, and mental health counselors must include
certification to the effect that a written communication has been made or will be
made to the referring physician at the end of treatment, or more frequently, as
required by the referring physician.

F." PREAUTHORIZATION

When specifically required in other chapters of this Regulation, pre-
authorization requires the following:

1. Preauthorization must be granted before benefits can be extended.
In those situations requiring preauthorization, the request for such pre-
authorization shall be submitted and approved before benefits may be extended,
except as provided in Chapter 4, subsection A.11. If a claim for services or
supplies is submitted without the required preauthorization, no benefits shall be
paid, unless the Director, OCHAMPUS, or a designee, has granted an exception to the
requirement for preauthorization.

a. Specificalljipreauthorized services. An approved preauthorization
specifies the exact services or supplies for which authorization is being
given. In a preauthorization situation, benefits cannot be extended for
services or supplies provided beyond the specific authorization.

b. Time limit on preauthorization. Approved preauthorizations are
valid for specific periods of time, usually 90 days. If the preauthorized
services or supplies are not obtained or commenced within the specified Lime
limit, a new preauthorization is required before benefits may be extended.

2. Treatment plan, mana ementplan. Each preauthorization request shall
be accompanied by a proposed medical treatment plan (for inpatient stays under the
Basic Program) or management plan (for services under the PFTH) which ,.hall include
generally a diagnosis; a detailed summary of complete history and physical; a
detailed statement of the problem; the proposed type and extent of treatment or
therapy; the proposed treatment modality, including anticipated length of time the
proposed modality will be required; any available test results: consultant's
reports; and the prognosis. When the preauthorization request involves transfer
from a hospital to another inpatient facility, medical records related to the
inpatient stay also must be provided.

3. Durable equipment. Requests for preauthorization to purchase durable
equipment under the PFTH must list all item's Of dutalelI eq lUneMPnt pr-viou lv
authorized under the PFTH and state whoth,,r thp cutrpnt item ,,f Ptiipment iA
the initial purhase or a repla(Pmeut If it i- a te-, la, ,m-it it 'rn, the datf-
the initial item was purchased also T hala I I p ,-iddot.
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4. Claims for services and supplies that have been preauthorized. When-
ever a claim is submitted for benefits under CHAMPUS involving preauthorized
services and supplies, the date of the approved preauthorization must be indicated
on tue claim form and a copy of the written preauthorization must be attached to the
appropriate CHAMPUS claim.

G. CLAIMS REVIEW

It is the responsibility of the CHAMPUS fiscal intermediary (or OCHAMPUS,
including OCHAMPUSEUR) to review each CHAMPUS claim submitted for benefit
consideration to ensure compliancf with all applicable definitions, conditions.
limitations, or exclusions specified or enumerated in this Regulation. It is also
required that before any CHAMPUS benefits may be extended, claims for medical
services and supplies will be subject to utilization review and quality assurance
standards, norms, and criteria issued by the Director, OCHAMPUS, or a designee (see
paragraph A.1.e. of Chapter 14 for review standards for claims subject to the
CHAMPUS DRG-based payment system).

H. BENEFIT PAYMENTS

CHAMPUS benefit payments are made either directly to the beneficiary or sponsor
or to the provider, depending on the manner in which the CHAMPUS claim is submitted.

1. Benefit payTments made to beneficiary or sponsor. When the CHAMPUS
beneficiary or sponsor signs and submits a specific claim form directly to the
appropriate CHAMPUS fiscal intermediary (or OCHAMPUS, including OCHAMPUSEUR), any
CHAMPUS benefit payments due as a result of that specific claim submission will be
made in the name of, and mailed to, the beneficiary or sponsor. In such
circumstances, the beneficiary or sponsor is responsible to the provider for any
amounts billed.

2. Benefit payfmfents made to participating rovider. When the authorized
provider elects to participate by signing a CHAMPUS claim form, indicating
participation in the appropriate space on the claim form, and submitting a specific
claim on behalf of the beneficiary to the appropriate CHAMPUS fiscal intermediary,
any CHAMPUS benefit. payments due as a result of that claim submission will be made
in the name of and mailed to the participating provider. Thus, by signing the claim
form, the auth,,rized provider agrees to abide by the CHAMPUS-determined allowable
charge or cost, whether or not lower than the amount billed. Therefore, the
beneficiary or sponsor is responsible only for any required deductible amount and
any cost-sharing portion of the CHAMPUS-determined allowable charge or cost as may
be required under the terms and conditions set forth in Chapters 4 and 5 of this
Regulat tion.

3. CEOB. When a CHAMPUS claim is adjudicated, a CEOB is sent to the
beneficiary or sponsor. A copy of the CEOB also is set. to the provider if the
('taim was suhmitted on a participating basis. The CEOB form provides, at a minimim,
the following information:
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a. Name and address of beneficiary.

b. Name and address of provider.

c. Services or supplies covered by claim for which CEOB applies.

d. Dates services or supplies provided.

e. Amount billed; CHAMPUS-determined allowable charge or cost; and amount
of CHAMPUS payment.

f. To whom payment, if any, was made.

g. Reasons for any denial.

h. Recourse available to beneficiary for review of claim decision (refer
toChapter 10 of this Regulation).

NOTE: The Director, OCHAMPUS, or a designee, may authorize a CHAMPUS
fiscal intermediary to waive a CEOB to protect the privacy of a
CHAMPUS beneficiary.

4. Benefit under $1. If the CHAMPUS benefit is determined to be under $1,
payment is waived.

I. ERRONEOUS PAYMENTS AND RECOUPMENT

1. Erroneous payments. Erroneous payments are expenditures of government
funds that are not authorized by law or the Regulation. Such payments are to be
recouped under the provisions of Chapter 11 of this Regulation.

2. Claims denials resulting from clarification or change in law or
Regulation. In those instances where claims review results in a finding of denial
of benefits previously allowed but currently denied due to a clarification or
interpretation of law or this Regulation, or due to a change in this Regulation, no
recoupment action need he taken to recover funds expended prior to the effective
date of such clarification, interpretation, or change.

3. Fraudulent billing. Claims that are submitted to CHAMPUS that include
a billing for services, supplies, or equipment not furnished, or used by, CHAMPUS
beneficiaries will be denied in their entirety, regardless of the relative amount
of the fraudulent billing compared to the total billings. Claims that have been
CHAMPUS cost-shared that are retroactively audited or reviewed and are found to
include fraudulent billings may be denied in part or in total based on the
discretion of the Director, OCHAMPUS, or a designee.

J. GENERAL ASSIGNMENT OF BENEFITS NOT RECOGNIZED

CHAMPUS does not recognize any general assignment of CHAMPUS benefits to another
person. All CHAMPUS benefits are payable as described in this and other chapters (it
this Regulation.
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CHAPTER 10

APPEAL AND HEARING PROCEDURES

A. GENERAL

This chapter sets forth the policies and procedures for appealing decisions made
by OCHAMPUS, OCHAMPUSEUR, and CHAMPUS contractors adversely affecting the rights and
liabilities of CHAMPUS beneficiaries, CHAMPUS participating providers, and providers
denied the status of authorized provider under CHAMPUS. An appeal under CHAMPUS is
an administrative review of program determinations made under the provisions of law
and regulation. An appeal cannot challenge the propriety, equity, or legality of
any provision of law or regulation.

1. Initial determination

a. Notice of initial determination and right to appeal

(1) OCHAMPUS, OCHAMPUSEUR, and CHAMPUS contractors shall mail notices
of initial determinations to the affected provider or CHAMPUS beneficiary (or
representative) at the last known address. For beneficiaries who are under 18 years
of age or who are incompetent, a notice issued to the parent, guardian, or other
representative, under established CHAMPUS procedures, constitutes notice to the
beneficiary.

(2) CHAMPUS contractors and OCHAMPUSEUR shall notify a provider of an
initial determination on a claim only if the provioer participated in the claim.
(See Chapter 7 of this Regulation.)

(3) CHAMPUS peer review organizations shall notify providers and
fiscal intermediaries of a denial determination on a claim.

(4) Notice of an initial determination on a claim processed by a
CHAMPUS contractor or OCHAMPUSEUR normally will be made on a CHAMPUS Explanation of
Benefits (CEOB) form.

(5) Each notice of an initial determination on a request for benefit
authorization, a request by a provider for approval as an authorized CHAMPUS
provider, or a decision to disqualify or exclude a provider as an authorized
provider under CHAMPUS shall state the reason for the determination and the
underlying facts supporting the determination.

(6) In any case when the initial determination is adverse to the
beneficiary or participating provider, or to the provider seeking approval as an
authorized CHAMPUS provider, the notice shall include a statement of the
beneficiary's or provider's right to appeal the determination. The procedure for
filing the appeal also shall be explained.

h. Effect of initial determination. The initial determination is final
unless appealed in accordance with this cýhapter. or unless the initial determin-
ation is reopened by OCHAMPUS, the CHAMPUS contractor, or the CHAMPUS peer
review organization.
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2. Participation in an appeal. Participation in an appeal is limited to any
party to the initial determination, including CHAMPUS, and authorized
representatives of the parties. Any party to the initial determination, except
CHAMPUS, may appeal an adverse determination. The appealing party is the party who
actually files the appeal.

a. Parties to the initial determination. For purposes of the CHAMPUS
appeals and hearing procedures, the following are not parties to an initial
determination and are not entitled to administrative review under this chapter.

(1) A provider disqualified or excluded as an authorized provider
under CHAMPUS based on a determination of abuse or fraudulent practices or
procedures under another Federal or federally funded program is not a party to the
CHAMPUS action and may not appeal under this chapter.

(2) A beneficiary who has an interest in receiving care or has
received care from a particular provider cannot be an appealing party regarding the
exclusion, suspension, or termination of the provider under Chapter 9 of this
Regulation.

(3) A sponsor or parent of a beneficiary under 18 years of age or
guardian of an incompetent beneficiary is not a party to the initial determination
and may not serve as the appealing party, although such persons may represent the
appealing party in an appeal.

(4) A third party, such as an insurance company, is not a party to
the initial determination and is not entitled to appeal even though it may have an
indirect interest in the initial determination.

(5) A nonparticipating provider is not a party to the initial
determination and may not appeal.

b. Representative. Any party to the initial determination may
appoint a representative to act on behalf of the party in connection with an
appeal. Generally, the parent of a minor beneficiary and the legally appointed
guardian of an incompetent beneficiary shall be presumed to have been appointed
representative without specific designation by the beneficiary. The custodial
parent or legal guardian (appointed by a cognizant court) of a minor beneficiary
may initiate an appeal based on the above presumption. However, should a minor
beneficiary turn 18 years of age during the course of an appeal, then any further
requests to appeal on behalf of the beneficiary must be from the beneficiary or
pursuant to the written authorization of the beneficiary appointing a
representative. For example, if the beneficiary is 17 years of age and the
sponsor (who is a custodial parent) requests a formal review, absent written
objection by the minor beneficiary, the sponsor is presumed to be acting on
behalf of the minor beneficiary. Following the issuance of the formal review,
the sponsor requests a hearing; however if, at the time of the request for a
hearing, the beneficiary is 18 years of age or ,,der. the request must either be
by the beneficiary or the beneficiary must appoint a representative. The sponsor,
in this example, could not pursue the request f(,r hearing without being appointed
by the beneficiary as the beneficiary's representative.

10-2
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(1) The representative shall have the same authority as the party to
the appeal and notice given to the representative shall constitute notice required
to be given to the party under this Regulation.

(2) To avoid possible conflicts of interest, an officer or employee
of the United States, such as an employee or member of a Uniformed Service,
including an employee or staff member of a Uniformed Service legal office, or a
CHAMPUS advisor, subject to the exceptions in 18 U.S.C. 205 (reference (hh)), is not
eligible to serve as a representative. An exception usually is made for an employee
or member of a Uniformed Service who represents an immediate family member. In
addition, the Director, OCHAMPUS, or designee, may appoint an officer or employee of
the United States as the CHAMPUS representative at a hearing.

3. Burden of proof. The burden of proof is on the appealing party
to establish affirmatively by substantial evidence the appealing party's
entitlement under law and this Regulation to the authorization of CHAMPUS
benefits, approval of authorized CHAMPUS provider status, or removal of
sanctions imposed under Chapter 9 of this Regulation. If a presumption
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(c) Has had a minimum of 2 years or 3,000 hours of post master's
degree supervised clinical social work practice under the supervision of a master's
level social worker in an appropriate clinical setting, as determined by the
Director, OCHAMPUS, or a designee.

NOTE: Patients' organic medical problems must receive appropriate concurrent
management by a physician.

(7) Certified psychiatric nurse specialist. A certified psychiatric
nurse specialist may provide covered care independent of physician referral and
supervision. For purposes of CHAMPUS, a certified psychiatric nurse specialist is
an individual who:

(a) Is a licensed, registered nurse; and

(b) Has at least a master's degree in nursing from a regionally
accredited institution with a specialization in psychiatric and mental health
nursing; and

(c) Has had at least 2 years of post-master's degree practice in
the field of psychiatric and mental health nursing, including an average of 8 hours
of direct patient contact per week; or

(d) Is listed in a CHAMPUS-recognized, professionally sanctioned
listing of clinical specialists in psychiatric and mental health nursing.

(8) Certified physician assistant. A physician assistant may provide
care under general supervision of a physician (see Chapter 14 G.l.c. for limitations
on reimbursement). For purposes of CHAMPUS, a physician assistant must meet the
applicable state requirements governing the qualifications of physician assistants
and at least one of the following conditions:

(a) Is currently certified by the National Commission on
Certification of Physician Assistants to assist primary care physicians, or

(b) Has satisfactorily completed a program for preparing
physician assistants that:

1 Was at least 1 academic year in length:

2 Consisted of supervised clinical practice and at least 4
months (in the aggregate) of classroom instruction directed toward preparing
students to deliver health care; and

3 Was accredited by the American Medical Association's
Committee on Allied Health Education and Accreditation; or
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(c) Has satisfactorily completed a formal educational program
for preparing physician assistants that does not meet the requirements of
subparagraph (1)(b) of this paragraph and had been assisting primary care physicians
for a minimum of 12 months during the 18-month period immediately preceding January
1, 1987.

(9) Other individual paramzedicalproviders. The services of the
following individual professional providers of care to be considered for benefits on
a fee-for-service basis may be provided only if the beneficiary is referred by a
physician for the treatment of a medically-diagnosed condition and a physician must
also provide continuing and ongoing oversight and supervision of the p:ogram or
episode of treatment provided by these individual paramedical providers.

(a) Licensed registered nurses.

(b) Licensed practical or vocational nurses.

(c) Licensed registered physical therapists.

(d) Audiologists.

(e) Speech therapists (speech pathologists).

d. Extramedical individual providers. Extramedical individual providers
are those who do counseling or nonmedical therapy and whose training and therapeutic
concepts are outside the medical field.

() Ma e and fai ounselors, patoal counselors, and mental

health counselors. The services of certain extramedical marriage and family
counselors, pastoral counselors, and mental health counselors are coverable on a
fee-for-service basis, under the following specified conditions:

(a) The CHAMPUS beneficiary must te referred for therapy by a
physician.

(b) A physician is providing ongoing oversight and supervision
of the therapy being provided.

(c) The marriage and family counselor, pastoral counselor, and
mental health counselor must certify on each claim for reimbursement that a written
communication has been made or will be made to the referring physician of the
results of the treatment. Such communication will be made at the end of the
treatment, or more frequently, as required by the referring physician (refer to
chapter 7).

(d) Marriage and family counselors and pastoral counselors shall
have the following:
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1 Recognized graduate professional education with the
minimum of an earned master's degr.- from a regionally accredited educational
institution in an appropriate behavioral scienc- field, mental health discipline.

2 The following e'perience:

a Either 200 hours of approved supervision in the
practice of marriage and family counseling or pastora2 counseling, ordinarily to be
completed in a 2- to 3-year period, of which at least .00 hours must be in
individual supervision. This supervision will occur preferably with more than one
supervisor and should include a continio-b process of supervision with at least
three cases, and

b 1,000 hours of cl"'ical experience in the practice of
marriage and family counseling or pastoral counseling under approved supervision,
involving at least 50 different cases; o.

£ 150 hours of appAoved supervision in the practice of
psychctherapy, ordinarily to be completed in a 2- to 3-year period, of which at
least 50 hours must be individual supervision; plus at least 50 hours of approved
individual supervision in the practice of marriage and family couns-ling or pastoral
counseling, ordinarily to be completed within a period of not less than 1 nor 'tore
than 2 years, and

d 750 hours of clinical experience in the prarcice of
psychotherapy under approved supervision involving at least 30 cases; pi-s at least
250 hours of clinical practice in marriage and family counseling or pastoral
counseling under approved supervision, involving at least 20 cases, and

(e) Mental health counselors shall have the following:

1 Minimum of a master's degree in mental health counseling
or allied mental health field from a regionally accredited institution, and

2 Two years of post-master's experience which includes 3000
hours of clinical work and 100 hours of face-to-face supervision.

(f) These providers must also be licensed or certified to
practice as a marriage and family counselor, pastoral counselor or mental health
counselor by the jurisdiction where practicing. If specific licensure is not
available in the state, then licensure under general provisions, where available, 4-
required. If the jurisdiction does not provide for licensure or certification
either in a specific or general counselor category, the provider must be certified
by or eligible for full clinical membership in the appropriate national professional
association that sets standards for the specific profession.
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(g) Grace period for counselors in states where
licensure/certification is optional. CHAMPUS is providing a grace period for those
counselors who did not obtain optional !icensure/certification in their
jurisdiction, not realizing it was a CHAMPUS requirement for authorization. The
exemption by state law for pastoral counselors may have misled this group into
thinking licensure was not required. The same situation may have occurred with the
other counselor categories where licensure was either not mandated by the state or
was provided under a more general category such as "professional counselors." This
grace period only pertains to the licensure/certification requirement, applies only
to counselors who are already approved as of October 29, 1990, and only in those
areas where the licensure/certification is optional. Any counselor who is not
licensed/certified in the state in which he/she is practicing by August 1, 1991,
will be terminated under the provisions of Chapter 9 of this Regulation. This grace
period does not change any of the other existing requirements which remain in
effect. During this grace period, membership or proof of eligibility for full
clinical membership in a recognized professional association is required for those
counselors who are not licensed or certified by the state. The following
organizations are recognized for counselors at the level indicated: full clinical
member of the American Association of Marriage and Family Counselors; membership at
the fellow or diplomate level of the American Association of Pastoral Counselors;
and membership in the National Academy of Certified Clinical Mental Health
Counselors. Acceptable proof of eligibility for membership is a letter from the
appropriate certifying organization. This opportunity for delayed
certification/licensure is limited to the counselor category only as the language in
all of the other provider categories has been consistent and unmodified from the
time each of the other provider categories were added. The grace period does not
apply in those states where licensure is mandatory.

(2) Christian Science practitioners and Christian Science nurses.
CHAMPUS cost shares the services of Christian Science practitioners and nurses. In
order to bill as such, practitioners or nurses must be listed or be eligible for
listing in the Christian Science Journal at the time the service is provided.

D. OTHER PROVIDERS

Certain medical supplies and services of an ancillary or supplemental nature are
coverable by CHAMPUS, subject to certain controls. This category of provider
includes the following:

1. Independent laboratory. Laboratory services of independent laboratories
may be cost-shared if the laboratory is approved for participation under Medicare
and certified by the Medicare Bureau, Health Care Financing Administration.

2. Suppliers of portable x-ray services. Such suppliers must meet the
conditions of coverage of the Medicare program, set forth in the Medicare
regulations (reference (h)), or the Medicaid program in that state in whi(h the

covered service is provided.
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3. Pharmacie s. Pharmacies must meet the applicable requirements of state law

in the state in which the pharmacy is located.

4. Ambulance companies. Such companies must meet the requirements of state
and local laws in the jurisdiction in which the ambulance firm is licensed.

'. Medical equipment firms, medical supply firms. As determined by the
Director, OCHAMPUS, or a designee.

E. IMPLEMENTING INSTRUCTIONS

The Director, OCHAMPUS, or a designee, shall issue CHAMPUS policies,
instructions, nrocedures, and guidelines, as may be necessary to implement the
intent of this chapter.

F. EXCLUSION

Regardless of any provision in this chapter, a provider who is suspended,
excluded, or terminated under Chapter 9 of this Regulation is specifically excluded
as an authorized CHAMPUS provider.
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CHAPTER 7
CLAIMS SUBMISSION, REVIEW, AND PAYMENT

A. GENERAL

The Director, OCHAMPUS, or a designee, is responsible for ensuring that
benefits under CHAMPUS are paid only to the extent described in this Regulation.
Before benefits can be paid, an appropriate claim must be submitted that includes
sufficient information as to beneficiary identification, the medical services and
supplies provided, and double coverage information, to permit proper, accurate, and
timely adjudication of the claim by the CHAMPUS contractor or OCHAMPUS. Providers
must be able to document that the care or service shown on the claim was rendered.
This section sets forth minimum medical record requirements for verification of
servic es. Subject to such definitions, conditions, limitations, exclusions, and
requirements as may be set forth in this Regulation, the following are the CHAMPUS
claim filing requirements:

1. CHAMPUS identification card required. A patient shall present his or
her applicable CHAMPUS identification card (that is, Uniformed Services identi-
fication card) to the authorized provider of care that identifies the patient
as an eligible CHAMPUS beneficiary (refer tc Chapter 3 of this Regulation).

2. Claim required. No benefit may be extended under the Basic Program or
PFTH without the submission of a complete and properly executed appropriate
claim form.

3. Responsibilit for perfecting claim. It is the responsibility of the
CHAMPUS beneficiary or sponsor or the authorized provider acting on behalf of
the CHAMPUS beneficiary to perfect a claim for submission to the appropriate
CHAMPUS fiscal intermediary. Neither a CHAMPUS fiscal intermediary nor
OCHAMPUS is authorized to prepare a claim on behalf of a CHAMPUS beneficiary.

4. Obtaining apprjriate claim form. CHAMPUS provides specific CHAMPUS
forms appropriate for making a claim for benefits for various types of medical
services and supplies (such as hospital, physician, or prescription drugs).
Claim forms may be obtained from the appropriate CHAMPUS fiscal intermediary
who processes claims for the beneficiary's state of residence, from the
Director, OCHAMPUS, or a designee, or from CHAMPUS health benefits advisors
(HBAs) located at all Uniformed Services medical facilities.

5. Prepayment not required. A CHAMPUS beneficiary or sponsor is not
required to pay for the medical services or supplies before submitting a claim
for benefits.

6. Deductible certificate. If the fiscal year outpatient deductible has
been met by a beneficiaty ($50) or a family ($100 aggregate) through the sub-
mission of a claim or claims to a CHAMPUS fiscal intermediary in a geographic
location different from the location where a current claim is being submitted,
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the beneficiary or sponsor must obtain a deductible certificate from the
CHAMPUS fiscal intermediary where the applicable individual or family fiscal
year deductible was met. Such deductible certificate must be attached to the
current claim being submitted for benefits. Failure to obtain a deductible
certificat.e under such circumstances will result in a second individual or
family fiscal year deductible being applied. However, this second deductible
may be reimbursed once appropriate documentation, as described in this sub-
section A.6.. is supplied to the CHAMPUS fiscal intermediary applying the
second deductible (refer to section F. of Chapter 4 of this Regulatiun).

7. Nonavailability Statement (DD Form 1251). In some geographic locations
or under certain circumstances, it is necessary For a CHAMPUS beneficiary to
determine whether the required medical care can be provided through a Uniformed
Services facility. If the required medical care cannot be provided by the
Uniformed Services facility, a Nonavailability Statement will be issued.
When required (except for emergencies), this Nonavailability Statement must
be issued before medical care is obtained from civilian sources. Failure to
secure such a statement will waive the beneficiary's rights to benefits under
CHAMPUS, subject to appeal to the appropriate hospital commander (or highel-
medical authority).

a. Rules avplicable to issuance of Nonavailability Statement. The
ASD(HA) has issued DoD Instruction 6015.19 (reference (gg)) that contains
rules for the issuance of Nonavailability Statements. Such rules may change
depending on the current situations.

b. Beneficiary responsibility. The beneficiary shall ascertain
whether or not he or she resides in a geographic area that requires obtaining
a Nonavailability Statement. Information concerning current rules may be
obtained from the CHAMPUS fiscal intermediary concerned, a CHAMPUS HBA or
the Director, OCHAMPUS, or a designee.

c. Rules in effect at time civilian care is provided apply. The
applicable rules regarding Nonavailability Statements in effect at the time
the civilian care is rendered apply in determining whether a Nonavailability
Statement is required.

d. Nonavailability Statement must be filed with a-P-Plicable claim.
When a claim is submitted for CHAMPUS benefits that includes services for
which a Nonavailability Statement is required, such statement must be
submitted along with the claim form.

B. INFORMATION REQUIRED TO ADJUDICATE A CHAMPUS CLAIM

Claims received that are not completed fully and that do not provide the
following minimum information may be returned. If enough space is not avail-
able ont the appropriate claim form, the required information must be attac bed
separately and include the pati.ent'• name and address, be datpd, and qignpd.
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1. Patient's identification information. The following patient identi-
fication information must be completed on every CHAMPUS claim form submitted
for benefits before a claim will be adjudicated and processed:

a. Patient's full name.

b. Patient's residence address.

c. Patient's date of birth.

d. Patient's relationship to sponsor.

NOTE: If name of patient is different from sponsor, explain

(for example, stepchild or illegitimate child).

e. Patient's identification number (from DD Form 1173).

f. Patient's identification card effective date and expiration date
(from DD Form 1173).

g. Sponsor's full name.

h. Sponsor's service or social security number.

i. Sponsor's grade.

j. Sponsor's organization and duty station. Home port for ships;
home address for retiree.

k. Sponsor's branch of service or deceased or retiree's former
branch of service.

1. Sponsor's current status. Active duty, retired, or deceased.

2. Patient treatment information. The following patient treatment
information routinely is required relative to the medical services and supplies
for which a claim for benefits is being made before a claim will be adjudicated and
processed:

a. Diagnosis. All applicable diagnoses are required; standard
nomenclature is acceptable. In the absence of a diagnosis, a narrative description
of the definitive set of symptoms for which the medical care was rendered must be
provided.

b. Source of care. Full name of source of care (such as hospital or
physician) providing the specific medical services being claimed.
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c. Full address of source of care. This addre- iust be where the
care actually was provided, not a billing address.

d. AttendingpJhyjslcian. Name of attending physician (or other
authorized individual pr >ssional provider).

e. Referring physician. Name and address of ordering, prescribing, or
referring physician.

f. Status of patient. Status of patient at the time the medical
services and supplies were rendered (that is, inpatient or outpatient).

g. Dates of service. Specific and inclusive dates of service.

h. Inpatient stay. Source and dates of related inpatient stay (if
applicable).

i. Physicians or other authorized individual_preofssional providers.
The claims must give the name of the individual actually rendering the care, along
with the individual's professional status (e.g., M.D., Ph.D., R.N., etc.) and
provider number, if the individual signing the claim is not the provider who
actually rendered the service. The following information must also be included:

(1) Date each service was rendered.

(2) Procedure code or narrative description of each
procedure or service for each date of service.

(3) Individual charge for each item of service or each
supply for each date.

(4) Detailed description of any unusual complicating
circumstances related to the medical care provided that the physician or
other individual professional provider may choose LO sýA-mit separataly.

j. Hospitals or other authorized institut ionajlproviders. For
care provided by hospitals (or other authorized institutional providers),
the following information also must be provided before a claim will be
adjudicated and processed:

(1) An itemized billing showing each item of service
or supply provided for each day covered by the claim.

NOTE: The Director, OCHAMPUS, or a designee, may approve, in writing, an
alternate billing procedure for RTCs or other special institutions, in
which case the itemized billing requirement may be waived. The
particular facility will be aware of such approved alternate billing
procedure.
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(2) Any absences from a hospital or other authorized institution
during a period fo. which inpatient benefits are being claimed must be identified
specifically as to date or dates and provide details on the purpose of the absence.
Failure to provide such information will result in denial of benefits and, in an
ongoing case, termination of benefits for the inpatient stay at least back to the
date of the absence.

(3) For hospitals subject to the CHAMPUS DRG-based payment system
(see subparagraph A.l.b.(4) of Chapter 14), the following information is also
required:

(a) The principal diagnosis (the diagnosis established, after
study, to be chiefly responsible for causing the patient's admission to the
hospital).

(b) All secondary diagnoses.

(c) All procedures performed.

(d) The discharge status of the beneficiary.

(e) The hospital's Medicare provider number.

(f) The source of the admission.

(4) Claims submitted by hospitals (or other authorized institutional
providers) must include the name of the individual actually rendering the care,
along with the individual's professional status (e.g., M.D., Ph.D., R.N., etc.).

k. Prescription drugs and medicines (and insulin). For pre-
scription drugs and medicines (and insulin, whether or not a prescription

is required) receipted bills must be attached and the following additional
information provided:

(1) Name of drug.

NOTE: When the physician or pharmacist so requests, the name
of the drug may be submitted to the CHAMPUS fiscal
intermediary directly by the physician or pharmacist.

(2) Strength of drug.

(3) Name and address of pharmacy where drug was purchased.

(4) Prescription number of drug being claimed.
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1. Other authorized providers. For items from other authorized
providers (such as medicil ,upplies), an explanation aq to the medic:al need
must be attached to thf- cipropriate claim form. For purcha-ees of durable
equipment under the PFTH, it is necessary also to attach a copy of the pre-
authorization.

1i. N onparticipatingEroviders. When the beneficiary or sponsor
submits *ie claim to the CHAMPUS fiscal intermediary (that, is, the provider
elects not to participate), an itemized bill from the provider to the bene-
ficiary or sponsor must be attached to the CHAMPUS claim form.

3. Medical records/medical documentation. Medica) records are of vital
importance in the care and treatment of the patient. Medical records serve as a
basis for planning of patient care and for the ongoing evaluation of the patient's
treatment and progress. Accurate and timely completion of orders. notes, etc.,
enable different members of a health care team and subsequent health care providers
to have access to relevant data concerning the patient. Appropriate medical
records must be maintained in order to accommodate utilization review and to
substantiate that billed services were actually rendered.

a. All care rendered and billed must be appropriately documented in
writing. Failure to document the care billed will result in the claim or specific
services on the claim being denied CHAMPUS cost-sharing.

b. A pattern of failure to adequately document medical care will result
in episodes of care being denied CHAMPUS cost-sharing.

c. Cursory notes of a generalized nature that do not identify the
specific treatment and the patient's response to the treatment are not acceptable.

d. The documentation of medical records must be legible and prepared as
soon as possible after the care is rendered. Entries should be made when the
treatment described is given or the observations to be documented ar-e made. The
following are documentation requirements and specific time frames for entry into
the medical records:

(1) General requirements for acute medical/surgical services:

(a) Admission evaluation report within 24 hours of admission.

(b) Completed history and physical examination report within 72

hours of admission.

(c) Registered nursing notes at the end of each shift.

(d) Daily physician notes.

(2) Requirements specific to mental helth ',vi<•s:
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d. Hospitals,_psychiatric. A psychiatric hospital is an institution
which is engaged primarily in providing services to inpatients for the diagnosis and
treatment of mental disorders.

(1) There are two major categories of psychiatric hospitals:

(a) The private psychiatric hospital category includes both
proprietary and the not-for-profit nongovernmental institutions.

(b) The second category is those psychiatric hospitals that are
coptr•,! 1+. financed, and operated by departments or agencies of the local, state,
or Fdhra! Government and always are operated on a not-for-profit
bas'.

(2) In order for the services of a psychiatric hospital to
be covered, the hospital shall comply with the provisions outlined in paragraph
B.4.a. of this chapter. All psychiatric hospitals shall be accredited under the
JCAHO Accreditation Manual for Hospitals (AMH) standards in order for their
services to be cost-shared under CHAMPUS. In the case of those psychiatric
hospitals that are not JCAHO-accredited because they have not been in operation a
sufficient period of time to be eligible to request an accreditation survey by the
JCAHO, the Director, OCHAMPUS, or a designee, may grant temporary approval if the
hospital is certified and participating under Title XVIII of the Social Security
Act (Medicare, Part A). This temporary approval expires 12 months from the date
on which the psychiatric hospital first becomes eligible to request an
accreditation survey by the JCAHO.

(3) Factors to be considered in determining whether CHAMPUS will
cost-share care provided in a psychiatric hospital include, but are not limited to,
the following considerations:

(a) Is the prognosis of the patient such that care provided will
lead to resolution or remission of the mental illness to the degree that the patient
is of no danger to others, can perform routine daily activities, and can be expected
to function reasonably outside the inpatient setting?

(b) Can the services being provided be provided more economi-
cally in another facility or on an outpatient basis?

(c) Are the charges reasonable?

(d) Is the care primarily custodial or domiciliary?
(Custodial or domiciliary care of the permanently mentally ill or retarded is not a
benefit under the Basic Program.)

6-11
#First Amendment (Ch 3, 2/7/92)



Jul 91#
DoD 6010.8-R

(4) Although psychiatric hospitals are accredited under JCAHO AMH

standards, their medical records must be maintained in accordance with the JCAHO
Consolidated Standard Manual for Child, Adolescent, and AduLt Psychiatric,
Alcoholism, and Drug Abuse Facilities and Facilities Serviiig the Mentally Retarded,
along with the requirements set forth in Section 199.7(b)(3). The hospital is
responsible for assuring that patient services and all treatment are accurately
documented and completed in a timely manner.

e. Hospitals, long-term (tuberculosis, chronic care, or rehabilitation).
To be considered a 1)ng-term hospital, an institution for patients that have
tuberculosis or chrodic diseases must be an institution (or distinct part of an
institution) primar'ly engaged in providing by or under the supervision of a
physician appropriate medical or surgical services for the diagnosis and active
treatment of the illness or condition in which the institution specializes.

(1) In order for the service of long-term hospitals to be covered,
the hospital must comply with the provisions outlined in paragraph B.4.a. of this
chapter. In addition, in order for services provided by such hospitals to be
coverable by CHAMPI'S, they must be primarily for the treatment of the presenting
illness.

(2) Custodial or domiciliary care is not coverable under CHAMPUS,
even if tendered in an otherwise authorized long-term hospital.

(3) The controlling factor in determining whether a beneficiary's
stay in a long-term hospital is coverable by CHAMPUS is the level of professional
care, supervision, and skilled nursing care that the beneficiary requires, in
addition to the diagnosis, type of condition, or degree of functional limitations.
The type and level of medical services required or rendered is controlling for
purposes of extending CHAMPUS benefits; not the type of provider or condition of the
beneficiary.

f. Skilled nursingj__ac . A skilled nursing facility is an
institution (or a distinct part of an institution) that is engaged primarily
in providing to inpatients medically necessary skilled nursing care, which is
other than a nursing home or intermediate facility, and which:

(1) Has policies that are developed with the advice of (and with
provisions for review on a periodic basis by) a group of professionals, in-
cluding one or more physicians and one or more registered nurses, to govern the
skilled nursing care and related medical services it provides.

(2) Has a physician, a registered nurse, or a medical staff
responsible fo- the execution of such policies.
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(3) Has a requirement that the medical care of each patient must
be under the supervision of a physician, and provides for having a physician
available to furnish necessary medical care in case of an emergency.

(4) Maintains clinical records on all patients.

(5) Provides 24-hour skilled nursing service that is sufficient
tc meet nursing needs in accordance with the policies developed as provided in
subparagraph B.4.f.(l), above, and has at least one registered professional nurse
employed full-time.

(6) Provides appropriate methods and procedures for the
dispensing and administering of drugs and biologicals.

(7) Has in effect a utilization review plan that is operational
and functioning.

(8) In the case of an institution in a state in which state or
applicable local law provides for the licensing of this type facility, the
institution:

(a) Is licensed pursuant to such law, or

(b) Is approved by the agency of such state or locality
responsible for licensing such institutions as meeting the standards
established for such licensing.

(9) Has in effect an operating plan and budget.

(10) Meets such provisions of the most current edition of the
Life Safety Code (reference (dd)) as are applicable to nursing facilities;
except that if the Secretary of Health and Human Services has waived, for
such periods, as deemed appropriate, specific provisions of such code which,
if rigidly applied, would result in unreasonable hardship upon a nursing
facility.

g. Residential treatment centers. A residential treatment center
(RTC) is a facility, or distinct part of a facility, that provides to children
and adolescents inder the age ,,f 21, a total, 24-hour therapeutically planned
group living ane learning situation where distinct and individualized
psychotherapeutic interventions can take place. Residential treatment is a specific
level of care to be differentiated from acute, intermediate and long-term hospital
care, where the least restrictive environment is maintained to allow for
normalization of the patient's surroundings. The RTC must be both physically and
programmatically distinct if it is a part or subunit of a larger treatment program.
An RTC is organized and professionally staffed to provide residential treatment of
mental disorders to children and adolescents who have sufficient intellectual
potential to respond to active treatment (That is, for whom medical opinion or
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medical evidence can reasonably conclude that treatment of the mental disorder will
result in an improved ability to function outside the RTC), for whom outpatient,
partial hospitalization or other level of inpatient treatment is not appropriate,
and for whom a protected and structured environment is medic-ally or psychologically
necessary.

(1) In order for the services of an RTC to be authorized, the RTC
shall:

(a) Be accredited by the Joint Commission on Accreditation of
Healthcare Organizations under the Consolidated Standards Manual for Child,
Adolescent, and Adult Psychiatric, Alcoholism, and Drug Abuse Facilities and
Facilities Serving the Mentally Retarded;

(b) Comply with the CHAMPUS Standards for Residential Treatment
Centers Serving Children and Adolescents with Mental Disorders, as issued by the
Director, OCHAMPUS;

(c) Have entered into a Participation Agreement with OCHAMPUS
within which the RTC agrees, in part, to:

1 Render residential treatment center inpatient services to
eligible CHAMPUS beneficiaries in need of such services, in accordance with the
participation agreement and the CHAMPUS regulation;

2 Accept payment for its services based upon the
methodology provided in Chapter 14, paragraph E, or such other method as determined
by the Director, OCHAMPUS;

3 Accept the CHAMPUS all-inclusive per diem rate as payment
in full and collect from the CHAMPUS beneficiary or the family of the CHAMPUS
beneficiary only those amounts that represent the beneficiary's liability, as
defined in Chapter 4, and charges for services and supplies that are not a benefit
of CHAMPUS;

4 Make all reasonable efforts acceptable to the Director,
OCHAMPUS, to collect those amounts which represent the beneficiary's liability, as
defined in Chapter 4;

5 Comply with the provisions of Chapter 8, and submit
claims first to all health insurance coverage to which the beneficiary is entitled
that is primary to CHAMPUS;

6 Submit claims for services provided to CHAMPUS
beneficiaries at least every 30 days. If claims are not submitted at least every 30
days, the RTC agrees not to bill the beneficiary or the beneficiary's family any
amounts disallowed by CHAMPUS;
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7 Designate an individual who will act as liaison for
CHAMPUS inquiries. The RTC shall inform OCHAMPUS in writing of the designated
individual;

8 Furnish OCHAMPUS with cost data certified to by an
independent accounting firm or other agency as authorized by the Director, OCHAMPUS;

9 Grant the Director, OCHAMPUS, or designee, the right to
conduct quality assurance audits or accounting audits with full access to patients
and records to determine the quality and cost-effectiveness of care rendered. The
audits may be conducted on a scheduled or unscheduled (unannounced) basis. This
right to audit/review includes, but is not limited to:

a Examination of fiscal and all other records of the RTC
which would confirm compliance with the participation agreement and designation as
an authorized CHAMPUS RTC provider;

b Conducting such audits of RTC records including
clinical, financial, and census records, as may be necessary to determine the nature
of the services being provided, and the basis for charges and claims against the
United States for services provided CHAMPUS beneficiaries:

c Examining reports of evaluations and inspections
conducted by federal, state and local government, and private agencies and
organizat ions;

d Conducting on-site inspections of the facilities of
the RTC and interviewing employees, members of the staff, contractors, board
members, volunteers, and patients, as required;

e Audits conducted by the United States General
Accounting Office.

(d) Be licensed and operational for a minimum period of six
months.

(2) The RTC shall not be considered to be a CHAMPUS-authorized
provider and CHAMPUS benefits shall not he paid for services provided by the RTC
until the date the participation agreement is signed by the Director, OCHAMPUS, or a
designpe.

(3) Even though an RTC may qualify as a CHAMPUS-authorized provider
and may have entered into a participation agreement with CHAMPUS, payment by CHAMPUS
for a particular admission is contingent upon certain conditions:

(a) The child seeking admission is suffering from a mental
disorder which meets the diagnostic criteria of the DSM-III and meets the CHAMPUS
definition of a mental disorder in Chapter 2.
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(b) The child meets the criteria for admission to an RTC issued
by the Director, OCHAMPUS.

(c) A psychiatrist or other physician or a clinical psychologist
shall recommend that the child be admitted to the RTC.

(d) A psychiatrist or a clinical psychologist shall direct the
development of the child's treatment plan.

(e) All services shall be provided by or under the stipervision
of a qualified mental health provider (refer to paragraph C.3.i. of Chapter 4).

(f) The child's admission to the RTC is authorized by CHAMPUS,
or a designee.

(4) Under the terms of the participation agreement, RTCs must provide
the following safeguards for continued benefit access and quality of care:

(a) Assure that any and all eligible beneficiaries receive care
which complies with standards in paragraphs B.4.g.(l)(a) through (d) and B.4.g.(3);

(b) Provide inpatient services to CHAMPUS beneficiaries in the
same manner it provides inpatient services to all other patients;

(c) Not discriminate against CHAMPUS beneficiaries in any
manner, including admission practices, placement in special or separate wings or
rooms, or provisions of special or limited treatment.

(5) At a minimum, medical records will be maintained in accordance
with the JCAHO Consolidated Standard Manual for Child, Adolescent, and Adult
Psychiatric, Alcoholism, and Drug Abuse Facilities and Facilities Serving the
Mentally Retarded, along with the requirements set forth in Section 199.7(b)(3).
The residential treatment center is responsib>le for assuring that patient services
and all treatment are accurately documented and completed in a timely manner.

h. Christian Science sanatoriums. The services obtained in Christian
Science sanatoriums are covered by CHAMPUS as inpatient care. To qualify for
coverage, the sanatorium either must be operated by, or be listed and certified by
the First Church of Christ, Scientist.

i. Infirmaries. Infirmaries are facilities operated by student health
departments of colleges and universities to provide inpatient or outpatient care to
enrolled students. Charges for care provided by such facilities will not be
cost-shared by CHAMPUS if the student would not be charged in the absence of
CHAMPUS, or if student is covered by a mandatory student health insutance plan, in
which enrollment is required as a part of the student's school registration and the
charges by the college or university include a premium for the student health
insurance coverage. CHAMPUS will cost-share only if enrollment in the student
health program or health insurance plan is voluntary.
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NOTE: An infirmary in a boarding school also may qualify under this
provision, subject to review and approval by the Director, OCHAMPUS,
or a designee.

j. Other STFs

(1) General

(a) Care 1.rovided by certain STFs (on either an inpatient or
outpatient basis), other than those listed above, may be cost-shared by CHAMPUS
under specified circumstances.

1 The course of treatment is prescribed by a doctor of
medicine or osteopathy.

2 The patient is under the supervision of a physician
during the entire course of the inpatient admission or the outpatient treatment.

3 The type and level of care and service rendered by the
institution are otherwise authorized by this Regulation.

4 The facility meets all licensing or other certification
requirements that are extant in the jurisdiction in which the facility is located
geographically.

5 Is other than a nursing home, intermediate care facility,
home for the aged, halfway house, or other similar institution.

6 Is accredited by the JCAHO or other CHAMPUS-approved
accreditation organization, if an appropriate accreditation program for the given
type of facility is available. As future accreditation programs are developed to
cover emerging specialized treatment programs, such accreditation will be a
prerequisite to coverage by CHAMPUS for services provided by such facilities.

(b) To ensure that CHAMPUS beneficiaries are provided quality
care at a reasonable cost when treated by a STF, the Director, OCHAMPUS, or a
designee, will retain the right to:

1 Require prior approval of all admissions to specialized
inpatient treatment facilities.

2 Set appropriate standards for STFs in addition to or in
the absence of JCAHO accreditation.

3 Monitor facility operations and treatment programs on a
continuing basis and conduct onsite inspections on a scheduled and unscheduled
basis.
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4Negotiate agreements of participation.

5 Terminate approval of a case when it is ascertained that
a departure from the facts upon which the admission was based originally has
occurred.

6 Declare an STF not eligible for CHAMPUS payment if that
facility has been found to have engaged in fraudulent or deceptive practices.

(c) In general, the following disclaimers apply to treatment by
STFs:

1 Just because one period or episode of treatment by a
facility has been covered by CHAMPUS may not be construed to mean that later
episodes of care by the same or similar facility will be covered automatically.

2 The fact that one case has been authorized for treatment
by a specific facility or similar type of facility may not be construed to mean that
similar cases or later periods of treatment will be extended CHAMPUS benefits
automatically.

(2) Types ofzroviders. The following is a list of facilities that
have been designated specifically as STFs.

(a) Free-standing ambulatory surgical centers. Care provided by
freestanding ambulatory surgical centers may be cost-shared by CHAMPUS under the
following circumstances:

I The treatment is prescribed and supervised by a
physician.

2 The type and level of care and services rendered by the
center are otherwise authorized by this Regulation.

3 The center meets all licensing or other certification
requirements of the jurisdiction in which the facility is located.

4 The center is accredited by the JCAHO, the Accreditation
Association for Ambulatory Health Care, Inc. (AAAHC), or such other standards as
authorized by the Director, OCHAMPUS.

5 A childbirth procedure provided by a CHAMPUS-approved
free-standing ambulatory surgical center shall not be cost-shared by CHAMPUS unless
the surgical center is also a CHAMPUS-approved birthing center institutional
provider as established by the birthing center provider certification requirement of
this Regulation.
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(b) PFTH facilities. STFs also include facilities that seek
approval to provide care authorized under the PFTH. (Refer to Chapter 5 of this
Regulation.)

(c) Substance use disorder rehabilitation facilities. In order
to be authorized under CHAMPUS as a provider of substance use detoxification,
rehabilitative services, outpatient treatment, and family therapy, substance use
rehabilitation facilities, both freestanding facilities and hospital-based
facilities, shall operate primarily for the purpose of providing treatment of
substance use disorders (on either an inpatient (including partial care) or an
outpatient basis) and shall meet the following criteria:

I The course of treatment shall be prescribed by and
supervised by a qualified mental health provider (refer to Chapter 4, paragraph
C.3.i.) practicing within the scope of his or her license. When indicated by the
patient's physical status, the patient shall be under the general supervision of a
physician.

2 The type and level of care provided by the facility are
otherwise authorized by this Regulation.

3 The facility shall meet all licensing and other
certification requirements of the jurisdiction in which the facility is located.

4 The facility shall be accredited by and shall remain in
substantial compliance with standards issued by either the Joint Commission on
Accreditation of Healthcare Organizations under the Consolidated Standards Manual,
or the Commission Accreditation of Rehabilitation Facilities (CARF) or shall meet
-'xch other requirements as the Director, OCHAMPUS, finds necessary in the interest
Sthe health and safety of the individuals who are furnished services in the
facility.

5 The facility shall have entered into a participation
agreement with OCHAMPUS within which the facility agrees, in part, to:

a Accept payment for its services based on an
allowable-cost rate acceptable to the Director, OCHAMPUS, or such other method as
determined by the Director, OCHAMPUS;

b Furnish OCHAMPUS with cost data certified to by an
independent accounting firm or other agency as authorized by the Director, OCHAMPUS;

c Accept the CHAMPUS-determined rate as payment in full
and to collect from the CHAMPUS beneficiary those amounts that represent the
beneficiary's liability, as defined in Chapter 4, and charges for services and
supplies that are not a benefit of CHAMPUS;
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d Make all reasonable efforts acceptable to the Director,
OCHAMPUS, to collect those amounts which represent the beneficiary's liability, as
defined in Chapter 4;

e Permit access by the Director, OCHAMPUS, to clinical
records of CHAMPUS beneficiaries and to the financial and organizational records of
the facility;

fComply with the provisions of Chapter 8, and to submit
claims first to all health insurance coverage to which the beneficiary is entitled
that is primary to CHAMPUS.

6 The substance use rehabilitation facility shall not be
considered to be a CHAMPUS-authorized provider and CHAMPUS benefits shall not be
paid for services provided by the substance use rehabilitation facility until the
date the participation agreement is signed by the Director, OCHAMPUS, or a designee.

7 The substance use rehabilitation facility is not
designated by the Health Care Financing Administration as an alcohol and drug abuse
hospital for purposes of applicability of the Medicare prospective payment system.

8 At a minimum, medical records will be maintained in
acccrdanc, d.ith the JCAHO Consolidated Standard Manual for Child, Adolescent, and
Adult Psychiatric, Alcoholism, and Drug Abuse Facilities and Facilities Serving
the Mentally Retarded, along with the requirements set forth in Section
199.7(b)(3). The alcohol rehabilitation facility is responsible for assuring that
patient services and all treatment are accurately documented and completed in a
timely manner.

k. Birthingqenters. A birthing center is a freestanding or
institution-affiliated outpatient maternity care program which principally
provides a planned course of outpatient prenatal care and outpatient
childbirth service limited to low-risk pregnancies; excludes care for
high-risk pregnancies; limits childbirth to the use of natural childbirth
procedures; and provides immediate newborn care.

(1) Certification requirements. A birthing center which
meets the following criteria may be designated as an authorized CHAMPUS
institutional provider:

(a) The predominant type of service and level of
care rendered by the center is otherwise authorized by this Regulation.

(b) The center is licensed to operate as a birthing
center where such license is available, or is specifically licensed as a
type of ambulatory health care facility where birthing center specific
license is not available, and meets all applicable licensing or
certification requirements that are extant in the state, c.ounty.
municipality, or other political jurisdiction in which the center is
located.

#Second Amendment (Ch 3, 2/7/92) 6-20



Feb 7, 92
DoD 6010.8-R

(c) The center is accredited by a nationally
recognized accreditation organization whose standards and procedures have
been determined to be acceptable by the Director, OCHAMPUS, or a designee.

(d) The center complies with the CHAMPUS birthing
center standards set forth in this Chapter.

(e) The center has entered into a participation
agreement with OCHAMPUS in which the center agrees, in part, to:

1 Participate in CHAMPUS and accept payment
for maternity services based upon the reimbursement methodology for birthing
centers;

2 Collect from the CHAMPUS beneficiary only
those amounts that represent the beneficiary's liability under the
participation agreement and the reimbursement methodology for birthing
centers, and the amounts for services and supplies that are not a benefit of
the CHAMPUS;

3 Permit access by the Director, OCHAMPUS, or
a designee, to the clinical record of any CHAMPUS beneficiary, to the
financial and organizational records of the center, and to reports of evaluations
and inspections conducted by state or private agencies or organizations;

4 Submit claims first to all health benefit and insurance
plans primary the CHAMPUS to which the beneficiary is entitled and to comply with
the double coverage provisions of this Regulation.

5 Notify OCHAMPUS in writing within 7 days of the emergency
transport of any CHAMPUS beneficiary from the center to an acute care hospital or of
the death of any CHAMPUS beneficiary in the center.

(f) A birthing center shall not be a CHAMPUS-authorized
institutional provider and CHAMPUS benefits shall not be paid for any service
provided by a birthing center before the date the participation agreement is signed
by the Director, OCHAMPUS, or a designee.

(2) CHAMPUS birthing center standards.

(a) Environment. The center has a safe and sanitary
environment, properly constructed, equipped, and maintained to protect health and
safety and meets the applicable provisions of the "Life Safety Code" of the National
Fire Protection Association.

(b) Policies and procedures. The center has written
administrative, fiscal, personnel and clinical policies and procedures which
collectively promote the provision of high-quality maternity care and childbirth
services in an orderly, effective, and safe physical and organizational environment.
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(c) Informed consent. Each CHAMPUS beneficiary admitted to the
center will be informed in writing at the time of admission of the nature and scope
of the center's program and of the possible risks associated with maternity care and
childbirth in the center.

(d) Beneficiary care. Each woman admitted will be cared for by
or under the direct supervision of a specific physician or a specific certified
nurse-midwife who is otherwise eligible as a CHAMPUS individual professional
provider.

(e) Medical direction. The center has written memoranda of
understanding (MOU) for routine consultation and emergency care with an
obstetrician-gynecologist who is certified or is eligible for certification by the
American Board of Obstetrics and Gynecology or the American Osteopathic Board of
Obstetrics and Gynecology and with a pediatrician who is certified or eligible for
certification by the American Board of Pediatrics or by the American Osteopathic
Board of Pediatrics, each of whom have admitting privileges to at least one back-up
hospital. In lieu of a required MOU, the center may employ a physician with the
required qualifications. Each MOU must be renewed annually.

(f) Admission and emerenfcy care criteria and procedures. The
center has written clinical criteria and administrative procedures, which are
reviewed and approved annually by a physician related to the center as required by
subparagraph (e) above, for the exclusion of a woman with a high-risk pregnancy from
center care and for management of maternal and neonatal emergencies.

(g) Emergency treatment. The center has a written memorandum of
understanding (MOU) with at least one backup hospital which documents that the
hospital will accept and treat any woman or newborn transferred from the center who
is in need of emergency obstetrical or neonatal medical care. In lieu of this MOU
with a hospital, a birthing center may have an MOU with a physician, who otherwise
meets the requirements as a CHAMPUS individual professional provider, and who has
admitting privileges to a back-up hospital capable of providing care for critical
maternal and neonatal patients as demonstrated by a letter from that hospital
certifying the scope and expected duration of the admitting privileges granted by
the hospital to the physician. The MOU must be renewed annually.

(h) Emergencjymedical transportation. The center has a written
memorandum of understanding (MOU) with at least one ambulance service which
documents that the ambulance service is routinely staffed by qualified personnel who
are capable of the management of critical maternal and neonatal patients during
transport and which specifies the estimated transport time to each backup hospital
with which the center has arranged for emergency treatment as required in
subparagraph (g) above. Each MOU must be renewed annually.
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(i) Professional staff. The center's professional staff is
legally and professionally qualified for the performance of their professional
responsibilities.

(j) Medical records. The center maintains full and complete
written documentation of the services rendered to each woman admitted and each
newborn delivered. A copy of the informed consent document required by subparagraph
(c), above, which contains the original signature of the CHAMPUS beneficiary, signed
and dated at the time of admission, must be maintained in the medical record of each
CHAMPUS beneficiary admitted.

(k) Qyality assurance. The center has an organized program for
quality assurance which includes, but is not limited to, written procedures for
regularly scheduled evaluation of each typp of service provided, of each mother or
newborn transferred to a hospital, and of each death within the facility.

(1) Governance and administration. The center has a governing
body legally responsible for overall operation and maintenance of the center and a
full-time employee who has authority and responsibility for the day-to-day operation
of the center.

C. INDIVIDUAL PROFESSIONAL PROVIDERS OF CARE

1. General. Individual professional providers of care are those providers who
bill for their services on a fee-for-service basis and are not employed or
contracted with by an institutional provider. This category also includes those
individuals who have formed professional corporations or associations qualifying as
a domestic corporation under section 301.7701-5 of the Internal Revenue Service
Regulations (reference (cc)). Such individual professional providers must be
licensed or certified by the local licensing or certifying agency for the
jurisdiction in which the care is provided; or in the absence of state
licensure/certification, be a member of or demonstrate eligibility for full
clinical membership in, the appropriate national or professional certifying
association that sets standards for the profession of which the provider is a
member. Services provided must be in accordance with good medical practice and
prevailing standards of quality of care and within recognized utilization norms.

a. Licensing/Certification required, scope of license. Otherwise covered
services shall be cost-shared only if the individual professional provider holds a
current, valid license or certification to practice his or her profession in the
jurisdiction where the service is rendered. Licensure/certification must be at the
full clinical practice level. The services provided must be within the scope
of the license, certification or other legal authorization. Licensure or
certification is required to be a CHAMFUS authorized provider if offered in the
jurisdiction where the service is rendered, whether such licensure or certification
is required by law or provided on a voluntary basis. The requirement also applies
for those categories of providers that would otherwise be exempt by the state
because the provider is working in a non-profit, state-owned or (hurch setting.
Licensure/certification is mandatory tor a provider to become a CHAMPUS-authorizpd
provider.
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b. Monitoring required. The Director, OCHAMPUS, or a designee, shall
develop appropriate monitoring programs and issue guidelines, criteria, or norms
necessary to ensure that CHAMPUS expenditures are limited to necessary medical
supplies and services at the most reasonable cost to the government and
beneficiary. The Director, OCHAMPUS, or a designee, also will take such steps as
necessary to deter overutilization of services.

c. Christian Science. Christian Science practitioners and Christian
Science nurses are authorized to provide services under CHAMPUS. Inasmuch as they
provide services of an extramedical nature, the general criteria outlined above do
not apply to Christian Science services (refer to subparagraph C.3.d.(2), below,
regarding services of Christian Science practitioners and nurses).

d. Physician referral and superyision. Physician referral and
supervision is required for the services of paramedical providers as listed in
subparagraph C.3.c.8. and for marriage and family counselors, pastoral counselors,
and mental health counselors. Physician referral means that the physician must
actually see the patient, perform an evaluation, and arrive at an initial diagnostic
impression prior to referring the patient. Documentation is required of the
physician's examination, diagnostic impression, and referral. Physician supervision
means that the physician provides overall medical management of the case. The
physician does not have to be physically located on the premises of the provider to
whom the referral is made. Communication back to the referring physician is an
indication of medical management.

e. Medical records: Individual professional providers must maintain
adequate clinical records to substantiate that specific care was actually
furnished, was medically necessary, and appropriate, and identify(ies) the
individual(s) who provided the care. This applies whether the care is
inpatient or outpatient. The minimum requirements for medical record
documentation are set forth by the following:

(1) The cognizant state licensing authority;

(2) The Joint Commission on Accreditation of Healthcare
Organizations, or other health care accreditation organizations as may be
appropriate;

(3) Standards of practice established by national medical
organizations; and

(4) This Regulation.

2. Interns and residents. Interns and residents may not be paid directly by
CHAMPUS for services renderpd to a beneficiary when their services are provided as
part of their employment (either salaried or contractual) by a hospital or other
institutional provider.
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3. Tpes _of_providers. Subject to the standards of participation provisions
of this Regulation, the following individual professional providers of medical care
are authorized to provide services to CHAMPUS beneficiaries:

a. Physicians

(1) Doctors of Medicine (M.D.).

(2) Doctors of Osteopathy (D.O.).

b. Dentists. Except for covered oral surgery as specified in section E.
of Chapter 4 of this Regulation, all otherwise covered services rendered by dentists
require preauthorization.

(1) Doctors of Dental Medicine (D.M.D.).

(2) Doctors of Dental Surgery (D.D.S.).

c. Other allied health professionals. The services of the following
individual professional providers of care are coverable on a fee-for-service basis
provided such services are otherwise authorized in this or other chapters of this
Regulation.

(1) Clinicalpsych-ooqgist. For purposes of CHAMPUS, a clinical
psychologist is an individual who is licensed or certified by the state for the
independent practice of psychology and:

(a) Possesses a doctoral degree in psychology from a regionally
accredited university; and

(b) Has had 2 years of supervised clinical experience in
psychological health services of which at least 1 year is post-doctoral and 1 year
(may be the post-doctoral year) is in an organized psychological health service
training program; or

(c) As an alternative to (a) and (b) above, is listed in the
National Register of Health Service Providers in Psycholoqg (reference (ee)).

(2) Doctors of Optometry.

(3) Doctors of Podiatry or Surgkical Chiropody.

(4) Certified nurse midwives.

(a) A certified nurse midwife may pLovide :overed care
independent of physician referral and supervision, provided the nurse midwife is:
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1 Licensed, when required, by the local licensing agency
for the jurisdiction in which the care is provided; and

2 Certified by the American College of Nurse Midwives. To
receive certification, a candidate must be a registered nurse who has completed
successfully an educational program approved by the American College of Nurse
Midwives, and passed tae American College of Nurse Midwives National Certification
Examination.

(b) The services of a registered nurse who is not a certified
nurse midwife may be authorized only when the patient has been referred for care by
a licensed physician and a licensed physician provides continuing supervision of the
course of care. A lay midwife who is neither a certified nurse midwife nor a
registered nurse is not a CHAMPUS-authorized provider, regardless of whether the
services rendered may otherwise be covered.

(5) Certified nurse practitioner. Within the scope of applicable
licensure or certification requirements, a certified nurse practitioner may provide
covered care independent of physician referral and supervision, provided the nurse
practitioner is:

(a) A licensed, registered nurse; and

(b) Specifically licensed or certified as a nurse practitioner
by the state in which the care was provided, if the state offers such specific
licensure or certification; or

(c) Certified as a nurse practitioner (cettified nurse) by a
professional organization offering certification in the speciality of practice, if
the state does not offer specific licensure or certification for nurse
practitioners.

(6) Certified Clinical Social Worker. A clinical social worker may
provide covered services independent of physician referral and supervision, provided
the clinical social worker:

(a) Is licensed or certified as a clinical social worker by the
jurisdiction where practicing; or, if the jurisdiction does not provide for
licensure or certification of clinical social workers, is certified by a national
professional organization offering certification of clinical social workers; and

(b) Has at least a master's degree in social work from a
graduate school of social work accredited by the Council on Social Work Education;
and
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b. Successive inpatient admissions. Successive inpatient
admissions shall be deemed on, inpat.ient confinement for the purpose of
computing the active duty dependent's share of the inpatient institutional
charges, provided not more than 60 days have elapsed between the successive
admissions, except that successive inpatient admissions related to a single
maternity episode shall be considered one confinement, regardless of the
number of days between admissions. For the purpose of applying benefits,
successive admissions will be determined separately for maternity admissions
and admissions related to an accidental injury (refer to section F. of this
chapter).

c. Related services and supp lies. Covered services and Supplies
must be rendered in connection with and related directly to a covered
diagnosis or definitive set of symptoms requiring otherwise authorized
medically necessary treatment.

d. Inpatient, appropriate level req1ired. For purposes of

inpatient care, the level of institutional care for which Basic Program
benefits may be extended must be at the appropriate level required to provide
the medically necessary treatment except for patients requiring skilled
nursing facility care. For patients for whom skilled nursing facility care
is adequate, but is not available in the general locality, benefits may be
continued in the higher level care facility. General locality means an area
that includes all the skilled nursing facilities within 50 miles of the
higher level facility, unleqs the higher level facility can demonstrate that
the skilled nursing facilities are inaccessible to its patients. The
decision as to whether a skilled nursing facility is within the higher level
facility's general locality, or the skilled nursing facility is inaccessible
to the higher lev-i facility's patients shall be a CHAMPUS contractor initial
determination for the purposes of appeal under chapter 10 of this
regulation. CHAMPUS institutional benefit payments shall be limited to the
allowable cost that would have been incurred in the skilled nursing facility,
as determined by the Director, OCHAMPUS, or a designee. If it is determined
that the institutional care can be provided reasonably in the home setting,
no CHAMPUS institutional benefits are payable.

e. General or special education not covered. Services and
supplies related to the provision of either regular or special education
generally are not covered. Such exclusion applies whether a separate charge
is made for education or whether it is included as a part of an overall
combined daily charge of an inttitution. In the latter instance, that
portion of the overall combined daily charge related to education must le
determined, based on the allowable costs of the educational -ompmnent , and
deleted from the institution's charges before CHAMPUS benefits can be

extended. The only exception is when appropriate Pducation is not available
from or not payable by the cognizant public entitv. Each (ace must be
referred to the Director, OCHAMPUS, (r a diyipn• f11 i t-vipw an4l a

determination of the applicability ot CHAMPUT btenefits.

2. Covered hospital services and quptplies

a. Room and board. Includes special diets, laundrv services, and

other gener'l housekeeping support services (inpatient only).

b. General staff nursing__s~e vices.
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(1) Ambulance service is covered for emergency transfers from

a beneficiary's place of residence, accident scene, or other location to a

USMTF, and for transfer to a USMTF after treatment. at, or admission to, a

civilian hospital, if ordered by other than a representative of the USMTF.

(2) Ambulance service cannot be used instead of taxi service

and is not payable when the patient's rondition would have prnrmitted use of

regular private transportation; nor is it payable when transport or transfer

of a patient is primarily for the purpose of having the patient nearer to
home, family, friends, or personal physician. Except as described in

subparagraph D.3.e.(l), above, transport must be to closest appropriate

facility by the least costly means.

(3) Vehicles such as medicabs or ambicabs function primarily

as public passenger conveyances transporting patients to and from their

medical appointments. No actual medical care is provided to the patients in

transit. These types of vehicles do not qualify for benefits for the purpose

of CHAMPUS payment.

(4) Ambulance services by other than land vehicles (such as a

boat or airplane) may be considered only when the pickup point is

inaccessible by a land vehicle, or when great distance or other obstacles are

involved in transporting the patient to the nearest hospital with appropriate
facilities and the patient's medical condition warrants speedy admission or

is such that transfer by other means is contraindicated.

f. Prescription drugs and medicines. Prescription drugs and

medicines that by United States law require a physician's or other authorized

individual professional provider's prescription (acting within the scope of
their license) and that are ordered or prescribed by a physician or other

authorized individual professional provider (except that insulin is covered
for a known diabetic, even though a prescription may not be required for its

purchase) in connection with an otherwise covered condition or treatment.

including Rh immune globulin.

(1) Drugs administered by a physician or other authorized
individual professional provider as an integral part of a procedure covered

under sections B. or C. of this chapter (such as chemotherapy) are not

covered under this subparagraph inasmuch as the benefit for the institutional

services or the professional services in connection with the procedure itself
also includes the drug used.

(2) CHAMPUS benefits may not be extended for drugs not
approved by the U.S. Food and Drug Administration for (ommercial marketing.

Drugs grandfathered by the Federal Food, Druv and Cosmetic Act of 1938 may he

covered under CHAMPUS as if FDA approved.

g. Prosthet ic devices. The pit hi'ee ct tco•;theiL dev ices is

limited to artificial limbs and eyes, ex ept those, items that are inser-ted

surgically into the body as an essential and integral I-art of an ntherwise

covered surgical procedure are not ex lod4-d.
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NOTE: In order for CHAMPUS benefits to be extended, any sur-
gical implant must be approved for use in humans by the
U.S. Food and Drug Administration. Devices that are
approved only for invesligational use in humans are not
payable.

h. Orthopedic braces and appliances. The purchase of leg braces
(including attached shoes), arm braces, back braces, and neck braces is
covered. Orthopedic shoes, arch supports, shoe inserts, and other supportive
devices for the feet, including special-ordered, custom-made built-up shoes
or regular shoes subsequently built up, are not covered.

E. SPECIAL BENEFIT INFORMATION

1. General. There are certain circumstances, conditions, or limitations that
impact the extension of benefits and that require special emphasis and explanation.
This section E. sets forth those benefits and limitations recognized to be in this
category. The benefits and limitations herein described also are subject to all
applicable definitions, conditions, limitations, exceptions, and exclusions as set
forth in this or other chapters of this Regulation, except as otherwise may be
provided specifically in this section E.

2. Abortion. The statute under which CHAMPUS operates prohibits payment
for abortions with one single exception--where the life of the woman would be
endangered if the fetus were carried to term. Covered abortion services are
limited to medical services and supplies only. Physician certification is
required attesting that the abortion was performed because the mother's life
would have been endangered if the fetus were carried to term. Abortions
performed for suspected or confirmed fetal abnormality (e.g., anencephalRP)
or for mental health reasons (e.g., threatened suicide) do not fall within
the exceptions permitted within the language of the statute and are not
authorized for payment under CHAMPUS.

NOTE: Covered abortion services are limited to medical services
or supplies only for the single circumstance outlined above
and do not include abortion counseling or referral fees.
Payment is not allowed for any services involving preparation
for, or normal followup to, a noncovered abortion. The
Director, OCHAMPUS, or a designee, shall issue guidelines
describing the policy on abortion.

3. Familyplanning. The scope of the CHAMPUS family planning benefit
is as follows:

a. Birth control (such as contraception)

(1) Benefitsjprovided. Benefits are available for sýrvi~e-
and supplies related to preventing conception, includinp thi, following:

(a) Surgical insertion, removal, or roplacement ft in-
trauterine devices.

(b) Measurement for, and purchase of, contrac:fptive dia-
phragms (and later remeasurement and replacement).
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CHAPTER 6

AUTHORIZED PROVIDERS

A. GENERAL

This chapter sets forth general policies and procedures that are the basis
for the CHAMPUS cost-sharing of medical services and supplies provided by
institutions, individuals, .,r other types of providers. Providers seeking

payment from the Federal Government through programs such as CHAMPUS have a
duty to familiarize themselves with, and comply with, the program requirements.

1. Listing pofprovider does not guarantee payment of benefits. The fact

that a type of provider is listed in this chapter is not to be construed to
mean that CHAMPUS will automatically pay a claim for services or supplies

provided by such a provider. The provider who actually furnishes the
service(s) must, in fact, meet all licensing and other requirements established
by this Regulation to be an authorized provider; the provider must not be the
subject of sanction under Chapter 9; and, cost-sharing of the serv..ces must not
otherwise be prohibited by this Regulation. In addition, the patient must in

fact be an eligible beneficiary and the services or supplies billed must be
authorized and medically necessary, regardless of the standing of the provider.

2. Outside the United States or emergency situations within theUnited

States. Outside the United States or within the United States and Puerto PLco
in emergency situations, the Director, OCHAMPUS, or a designee, after review of
the facts, may provide payment to or on behalf of a beneticiary who receives
otherwise covered services or supplies from a provider of service that does not

meet the standards described in this Regulation.

NOTE: Only the Secretary of Defense, the Secretary of Health and Human
Services, or the Secretary of Transportation, or their designees,
may authorize (in emergency situations) payment to civilian

facilities in the United States that are not in compliance with
title VI of the Civil Rights Act of 1964 (reference (z)). For
the purpose of the Civil Rights Act only, the United States

includes the 50 states, the District of Columbia, Puerto Rico,
Virgin Islands, American Samoa, Guam, Wake Island, Canal Zone.

and the territories and possessions of the United States.

3. Dua l compensation/conflict of interest. Title 5. United States Code,
section 5536 (reference (bb)) prohibits medical personnel who are active duty
Uniformed Service members or civilian employees of the Government from
receiving additional Government compensation above their normal pay and
allowances for medical care furnished. In addition, Uniformed Service members

and civilian employees of the Government are generally prohibited by law and
agency regulations and policies from part ikipating in apparent or actual
conflict of interest situations in which a potential for pers.onal gain
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exists or in which there is an appearance of impropriety or incompatibility
with the performance of their official duties or responsibilities. The
Departments of Defense, Health and Human Services, and Transportation have a
responsibility, when disbursing appropriated funds in the payment of CHAMPUS
benefits, to ensure that the laws and rpgulations are not violated. Therefore,
active duty Uniformed Service members (including a reserve member while on
active duty) and civilian employees of the United States Government shall not
be authorized to be CHAMPUS providers. While individual employees of the
Government may be able to demonstrate that the furnishing of care to CHAMPUS
beneficiaries may not be incompatible with their official duties and
responsibilities, the processing of millions of CHAMPUS claims each year does
not enable Program administrators to efficiently review the status of the
provider on each claim to ensure that no conflict of interest or dual
compensation situation exists. The problem is further complicated given the
numerous interagency agreements (for example, resource sharing arrangements
between the Department of Defense and the Veterans Administration in the
provision of health care) and other unique arrangements which exist at
individual treatment facilities around the country. While an individual
provider may be prevented from being an authorized CHAMPUS provider even though
no conflict of interest or dual compensation situation exists, it is essential
for CHAMPUS to have an easily administered, uniform rule which will ensure
compliance with the existing laws and regulations. Therefore, a provider who
is an active duty Uniformed Service member or civilian employee of the
Government shall not be an authorized CHAMPUS provider. In addition, a
provider shall certify on each CHAMPUS claim that he/she is not an active duty
Uniformed Service member or civilian employee of the Government.

4. For-profit institutions excluded under the Program for the Handicapped
(PFTH). 10 U.S.C. 1079(d)(4) (reference (a)) precludes payment of benefits
under the PFTH for otherwise covered services and supplies provided by a
for-profit institution (refer to Chapter 5 of this Regulation).

5. Utilization review and quality assurance. Providers approved as
authorized CHAMPUS providers have certain obligations to provide services and
supplies under CHAMPUS which are (i) furnished at the appropriate level and
only when and to the extent medically necessary under the critpria of this
Regulation; (ii) of a quality that meets professionally recognized standards of
health care; and, (iii) supported by adequate medical documentation as may be
reasonably required under this Regulation by the Director, OCHAMPUS, or a
designee, to evidence the medical necessity and quality of services furnished,
as well as the appropriateness of the level of care. Therefore, the
authorization of CHAMPUS benefits is contingent upon the services and supplies
furnished by any provider being subject to pre-payment or post-payment
utilization and quality assurance review under professionally recognized
standards, norms, and criteria, as well as any standards or criteria issued by
the Director, OCHAMPUS, or a designee, pursuant to this Regulation. (Refer to
Chapters 4, 5, and 7 of this Regulation.)
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6. Exclusion of beneficiary liability. In connection with certain
utilization review, quality assurance and preauthorization requirements of
Chapter 4, providers may not hold patients liable for payment for certain
services for which CHAMPUS payment is disallowed. With respect to such
services, providers may not seek payment from the patient or the patient's
family. Any such effort to seek payment is a basis for termination of the
provider's authorized status.

7. Provider reqtired. In order to be considered for benefits, all
servi(-ýs and supplies shall be rendered by, prescribed by, or furnished at the
direction of, or on the order of a CHAMPUS-authorized provider practicing
within the scope of his or her license.

8. Participating provider. Under CHAMPUS, authorized professional
providers and institutional providers other than hospitals have the option of
participating on a claim-by-claim basis. Participation is required for
inpatient claims only for hospitals which are Medicare-participating
providers. Hospitals which are not Medicare-participating providers but which
are subject to the CHAMPUS DRG-based payment system in subsection A.I. of
Chapter 14 or the CHAMPUS mental health per diem payment system in subsection
A.2. of Chapter 14 must sign agreements to participate on all CHAMPUS inpatient
claims in order to be authorized providers under CHAMPUS. All other hospitals
may elect to participate on a claim-by-claim basis. Participating providers
must indicate participation by signing the appropriate space on the applicable
CHAMPUS claim form and submitting it to the appropriate CHAMPU$S fiscal
intermediary on behalf of the beneficiary. In the case of an institution or
medical supplier, the claim must be signed by an official having such
authority. This certifies that the provider has agreed to accept the
CHAMPUS-determined allowable charge or cost as payment in full for the medical
services and supplies listed on the specific claim form; and has agreed to
accept the amount paid by CHAMPUS or the CHAMPUS payment combined with the
cost-sharing and deductible amounts paid hy, or on behalf of, the beneficiary
as full payment for the covered medical services and supplies.

9. Limitation to authorized institutionalprovider designation.
Authorized institutional provider status granted to a specific institutional
provider applicant does not extend to any institution-affiliated provider, as
defined in Chapter 2 of this Regulation, of that specific applicant.

10. Authorized provider. A hospital or institutional provider, physician,
or other individual professional provider, or other provider of services or
supplies specifically authorized in this chapter to provide benefits under
CHAMPUS. In addition, to be an authorized CHAMPUS provider, any hospital which
is a CHAMPUS participating provider under Section A.7. of this chapter, shall
be a participating provider for all care, services, or supplies furnished to an
active duty member of the uniformed services for which the active duty member
is entitled under title 10, United States Code, section 1074(c). As a
participating provider for active duty members, the CHAMPUS authorized hospital
shall provide such care, services, and supplies in accordance with the payment

#First Amendment (Ch 3, 2/7/92) 6-3



Jul 91#

DoD 6010.8-R

rules of Chapter 16. The failure of any CHAMPUS participating hospital to he a

y-rticipating provid-r f',r any a-,tivp dty member subjects the hosuital to
termination of the hospital's status as a CHAMPUS authorized provider for
failure to meet the qualifications established by this chapter.

B. INSTITUTIONAL PROVIDERS

I. General. Institutional providers are those providers who bill for
services in the namp of an organizational entity (such as hospital and skilled
nursing facility), rather than in the name of a person. The term

"institutional provider" does not include professional corporations or

associations qualifying as a domestic corporation under section 301.7701-5 of
the Internal Revenue Service Regulations (reference (cc)), nor does it include
other corporations that provide principally professional services.
Institutional providers may provide medical services and supplies on either an

inpatient or outpatient basis.

a. Preauthorization. The Director, OCHAMPUS, reserves the right to
require preauthorization for admission to inpatient facilities. Refer to
Chapter 4, subsection A.11., for information on preauthorization.

b. Billing pract ices.

(1) Each institutional billing, including those institutions
subject to the CHAMPUS DRG-based reimbursement method or a CHAMPUS-determined

all-inclusive rate reimbursement method, must be itemized fully and
sufficiently descriptive for the CHAMPUS to make a determination of benefits.

(2) Institutional claims subject to the CHAMPUS DRG-based
reimbursement method or a CHAMPUS-determined all-inclusive Late teimbursement

method, may be submitted only after the beneficiary has been discharged or
transferred from the institutional provider's facility or program.

(3) Institutional claims for Residential Treatment Centers and
all other institutional providers, except those listed in cibparagraph (2)
above, should be submitted to the appropriate CHAMPUS fiscal intermediary at

least every 30 days.

c. Medical records. Institutional providers must provide adequate
contemporaneous clinical records to substantiate that specific care was
actually furnished, was medically necessary, and appropriate, and to identify

the individual(s) who provided the care. The minimum requirements for medical
record documentation are set forth by the following:

(1) The cognizant state licensing authority;

(2) The Joint Commission on Accreditation of Healthcare

Organizations (JCAHO), or other health care accreditation organizations as may

be appropriate:

6-4
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(3) Standards of practice established by national medical
organizations; and

(4) This Regulation.

2. Nondiscrimination policy. Except as provided below, payment may not
be made for inpatient or outpatient care provided and billed by an
institutional provider found by the Federal Government to practice
discrimination in the admission of patients to its services on the basis of
race, color, or national origin. Reimbursement may not be made to a
beneficiary who pays for care provided by such a facility and submits a claim
for reimbursement. In the following circumstances, the Secretary of Defense,
or a designee, may authorize payment for care obtained in an ineligible
facility:

a. Emergency care. Emergency inpatient or outpatient care.

b. Care rendered before finding of a violation. Care initiated
before a finding of a violation and which continues after such violation when
it is determined that a change in the treatment facility would be detrimental
to the health of the patient, and the attending physician so certifies.

c. Other facilitV not available. Care provided in an ineligible
facility because an eligible facility is not available within a reasonable
'istance.

3. Procedures for qua 1 ifying as a- CHAMPUS-approved institutional
provider. General and special hospitals otherwise meeting the qualifications
outlined in paragraphs B.4.a., b., and c., of this chapter are not required to
request CHAMPUS approval formally.

a. JCAHO accreditation status. Each CHAMPUS fiscal intermediary
shall keep informed as to the current JCAHO accreditation status of all
hospitals and skilled nursing facilities in its area; and the provider's status
under Medicare, particularly with regard to compliance with title VI of the
Civil Rights Act of 1964 (42 U.S.C. 2000d(l)). The DiLeCtor, a0!AM?....
designee, shall specifically approve all other authorized institutional
providers providing services to CHAMPUS beneficiaries. At the discretion of
the Director, OCHAMPUS, any facility that is certified and participating as a
provider of services under title XVIII of the Social Security Act (Medicare),
may be deemed to meet CHAMPUS requirements. The facility must be providing a
type and level of service that is authorized by this Regulation.

b. Required to comply with criteria. Facilities seeking CHAMPUS
approval will be expected to comply with appropriate criteria set forth in
subsection B.4. of this chapter. An onsite evaluation, either scheduled or
uns~heduled, may be conducted at the discretion of the Director, OCHAMPUS, or a
designee. The final determination regarding approval, reapproval, or
disapproval of a facility will be provided in writing to the facility and the
appropriate CHAMPUS fiscal intermediary.
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C. Notice of peer review rights. All health care facilities subject

to the DRG-based payment system shall provide CHAMPUS beneficiaries, upon
admission, with information about peer review including their appeal rights.

The notices
shall be in a form specified by the Director, OCHAMPUS.

d. Surveying of facilities. The surveying of newly established
institutional providers and the periodic resurveying of all authorized
institutional providers is a continuing process conducted by OCHAMPUS.

e. Institutions not in compliance with CHAMPUS standards. If a
determination is made that an institution is not in compliance with one or more
of the standards applicable to its specific category of institution. OCHAMPUS
shall take immediate steps to bring about compliance or terminate the approval
as an authorized institution in accordance with Chapter 9.F.2.

f. Participation agreements required for some hospitals which are
not Medicare-participating. Notwithstanding the provisions of this paragraph
B.3., a hospital which is subject to the CHAMPUS DRG-based payment system but
which is not a Medicare-participating hospital must request and sign an
agreement with OCHAMPUS. By signing the agreement, the hospital agrees to
participate on all CHAMPUS inpatient claims and accept the requirements for a
participating provider as contained in subsection A.7. of this chapter.
Failure to sign such an agreement shall disqualify such hospital as a
CHAMPUS-approved institutional provider.

4. Categories of institutional providers. The following categories of
institutional providers may he reimbursed by CHAMPUS for services provided
CHAMPUS beneficiaries subject to any and all definitions, conditions,
limitations, and exclusions specified or enumerated in this Regulation.

a. Hospitals, acute care, general and special. An institution that
provides inpatient services, that also may provide outpatient services
(including clinical and ambulatory surgical services), and that:

(1) Is engaged primarily in providing to inpatients, by or
under the supervision of physicians, diagnostic and therapeutic services for
the medical or surgical diagnosis and treatment of illness, injury, or bodily
malfunction (including maternity).

(2) Maintains clinical records on all inpatients (and
outpatients if the facility operates an outpatient department or emergency
room).

(3) Has bylaws in effect with respect to its operations and
medical staff.
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(4) Has a requirement that every patient be under the care
of a physician.

(5) Piovides 24-hour nursing sprvice rendered or supervised
by a registered professional nurse, and has a licensed practical nurse or
registered professional nurse on duty at all times.

(6) Has in effect a hospital utilization review plan that
is operational and functioning.

(7) In the case of an institution in a state in which state
or applicable local law provides for the licensing of hospitals, the hospital:

(a) Is licensed pursuant to such law, or

(h) Is approved by the agency of such state or
locality responsible for licensing hospitals as meeting the standards
established for such licensing.

(8) Has in effect an operating plan and budget.

(9) Is accredited by the JCAHO or meets such other
requirements as the Secretary of Health and Human Services or the Secretary of
Defense finds necessary in the interest of the health and safety of patients
who are admitted to and furnished services in the institution.

b. Liver transplantation centers.

(1) CHAMPUS shall provide coverage for liver transplantation

procedures performed only by experienced transplant surgeons at centers
complying with the provisions outlined in paragraph B.4.a. of this section and
meeting the following criteria:

(a) The center is a tertiary care facility affiliated with
an academic health center. The cente. must have accredited programs in
graduate medical education related to the function of liver transplantation
such as internal medicine, pediatrics, surgery, and anesthesiology;

(b) The center has an active solid organ transplantation
program (involving liver transplants as well as other organs);

(c) The transplantation center must have at least a 50
percent one-year survival rate for ten cases. At the time CHAMPUS approval is
requested, the transplant center must provide evidence that at least ten liver
transplants have been performed at the center and that at least 50 percent of
those transplanted patients have survived one year following surgery. A 50
percent one-year survival rate for all subsequent liveL transplantations must
be maintained for continued CHAMPUS approval;
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(d) The center has allocated sufficient operating rcom,
recovery room, laboratory, and blood bank support and a sufficient number of
intensive care and general surgical beds and specialized staff for these areas;

(e) The center participates in a donor procurement program
and network;

(f) The center systematically collects and shares data on
its transplant program;

(g) The center has an interdisciplinary body to determine
the suitability of candidates for transplantation on an equitable basis;

(h) The transplantation surgeon is specifically trained for
liver grafting and must assemble and train a team to function whenever a donor
liver is available;

(i) The transplantation center must have on staff board
eligible or board certified physicians and other experts in the field of
hepatology, pediatrics, infectious disease, nephrology with dialysis
capability, pulmonary medicine with respiratory therapy support, pathology,
immunology, and anesthesiology to complement a qualified transplantation team;

(j) The transplantation center has the assistance of
appropriate microbiology, clinical chemistry, and radiology support;

(k) The transplantation center has blood bank support to
accommodate normal demands and the transplant procedure; and

(1) The transplantation center includes the availability of
psychiatric and social services support for patients and family.

(2) In order to receive approval as a CHAMPUS authorized liver
transplant center, a center must submit a request to the Director. OCHAMPUS, or
a designee. The CHAMPUS authorized liver transplant center shall agree to the
following:

(a) Bill for all services and supplies related to the liver
transplantation performed by its staff and bill also for services rendered by
the donor hospital following declaration of brain death and after all existing
legal requirements for excision of the donor organ have been met: and

(b) The center shall agree to submit all charger on the
basis of fully itemized bills. This means that each service and supply and the
charge for each is individually identified.
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c. Heart transplantation centers.

(1) CHAMPUS shall provid& coverage for heart transplantation
procedures performed only by experienced transplant surgeons at centers
complying with provisions outlined in paragraph B.4.a. of this section and
meeting the following criteria:

(a) The center has exports in the fields of cardiology,
cardiovascular surgery, anesthesiology, immunology, infectious disease,
nursing, social services and organ procurement to complement the transplant
team;

(h) The center has an active cardiovascular medical and
surgical program as evidenced by a minimum of 500 cardiac catheterizations and
coronary arteriograms and 250 open heart procedures per year;

(c) The center has an anesthesia team that is available at
all times;

(d) The center has infectious disease services with both
the professional skills and the laboratory resources that are needed to
discover, identify, and manage a whole range of organisms;

(e) The center has a nursing service team trained in the
hemodynamic support of the patient and in managing immunosuppressed patients;

(f) The center has pathology resources that are available
for studying and reporting the pathological responses of transplantation;

(g) The center has legal counsel familiar with
transplantation laws and regulations;

(h) The commitment of the transplant center must be at all
levels and broadly evident throughout the facility;

'i) Responsible team members must be board certified or
boaro eligible in their respective disciplines;

(j) Component teams must be integrated into a comprehensive
transplant team with clearly defined leadership and responsibility;

(k) The center has adequate social service resources;

(1) The transplant center must comply with applicable State
transplant laws and regulations;

\m) The transplant center must safeguard the rights and
privacy of patients:
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(n) The transplant center must have adequate patient management
plans and protocols;

(o) The center participates in a donor procurement program and
network;

(p) The center systematically collects and shares data on its
transplant program;

(q) The center has an interdisciplinary body to determine the
suitability of candidates for transplantation on an equitable basis;

(r) The center has extensive blood bank support;

(s) The center must have an established heart transplantation
program with documented evidence of 12 or more heart transplants in each of the two
consecutive preceding 12-month periods prior to application and 12 heart transplants
prior to that; and

(t) The center must demonstrate actuarial survival rates of 73
percent for one year and 65 percent for two years for patients who have had heart
transplants since January 1, 1982, at that facility.

(2) CHAMPUS approval will lapse if either the number of heart
transplants falls below 8 in 12 months or if the one-year survival rate falls below
60 percent for a consecutive 24-month period.

(3) CHAMPUS-approval may also be extended for a heart transplant
center that meets other certification or accreditation standards provided the
standards are equivalent to or exceed the criteria listed above and have been
approved by the Director, OCHAMPUS.

(4) In order to receive approval as a CHAMPUS heart transplant
center, a facility must submit a request to the Director, OCHAMPUS, or a designee.
The CHAMPUS-authorized heart transplant center shall agree to the fcllowing:

(a) Bill for all services and supplies related to the heart
transplantation performed by its staff and bill also for services rendered by the
donor hospital following declaration of brain death;

(b) Submit all charges on the basis of fully itemized bills.
Each service and supply must be individually identified and the first claim
submitted for the heart transplantation must include a copy of the admission history
and physical examination; and

(c) Report any significant decrease in thp experience level or
survival rates and loss of key members of the transplant team to the Director,
OCHAMPUS.
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Admission. The formal acceptance by a CHAMPUS authorized institutional provider
of a CHAMPUS beneficiary for the purpose of diagnosis and treatment of illness,
injury, pregnancy, or mental disorder.

Adopted Child. A child taken into one's own family by legal process and treated
as one's own child. In case of adoption, CHAMPUS eligibility begins as of 12:01
a.m. of the day of the final adoption decree. NOTE: There is no CHAMPUS benefit
entitlement during any interim waiting period.

All-Inclusive Per Diem Rate. The OCHAMPUS determined rate that encompasses the
daily charge for inpatient care and, unless specifically excepted, all other
treatment determined necessary and rendered as part of the treatment plan
established for a patient, and accepted by OCHAMPUS.

Allowable Charge. The CHAMPUS-determined level of payment to physicians, other
individual professional providers and other providers, based on one of the approved
reimbursement methods set forth in Chapter 14 of this Regulation. Allowable charge
also may be referred to as the CHAMPUS-determined reasonable charge.

Allowable Cost. The CHAMPUS-determined level of payment to hospitals or other
institutions, based on one of the approved reimbursement methods set forth in
Chapter 14 of this Regulation. Allowable cost may also be referred to as the
CHAMPUS-determined reasonable cost.

Ambulance. A specially designed vehicle for transporting the sick or injured. that contains a stretcher, linens, first aid supplies, oxygen equipment, and such
lifesaving equipment required by state and local law, and that is staffed by
personnel trained to provide first aid treatment.

Amount in Dispute. The amount of money, determined under this Regulation, that
CHAMPUS would pay for medical services and supplies involved in an adverse
determination being appealed if the appeal were resolved in favor of the appealing
party. See Chapter 10 for additional information concerning *he determination of
"amount in dispute" under this Regulation.

Anesthesia Services. The administration of an anesthetic agent by injection or
inhalation, the purpose and effect of which is to produce surgical anesthesia
characterized by muscular relaxation, loss of sensation, or loss of consciousness
when administered by or under the direction of a physician or dentist in connection
with otherwise covered surgery or obstetrical care, or shock therapy. Anesthesia
services do not include hypnosis or acupuncture.

Appealable Issue. Disputed questions of fact which, if resolved in favor of the
appealing party, would result in the authorization of CHAMPUS benefits, or approval
as an authorized provider in accordance with this Regulation. An appealable issue
does not exist if no facts are in dispute, if no CHAMPUS benefits would be payable,
or if there is no authorized provider, regardless of the resolution of any disputed
facts. See Chapter 10 for additional information concerning the determination of
"appealable issue" under this Regulation.
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Appealing Party. Any party to the initial determination who files an
appeal of an adverse determination or requests a hearing under the provisions
of this Regulation.

Appropriate Medical Care

1. Services performed in connection with the diagnosis or treatment of disease
or injury, pregnancy, mental disorder, or well-baby care which are in keeping with
the generally accepted norms for medical practice in the United Stat's;

2. The authorized individual professional provider rendering the medical care
is qualified to perform such medical services by reason of his or her training and
education and is licensed or certified by the state where the service is rendered or
appropriate national organization or otherwise meets CHAMPUS standards; and

3. The services are furnished economically. For purposes of this Regulation,
"economically" means that the services are furnished in the least expensive level of
care or medical environment adequate to provide the required medical care regardless
of whether or not that level of care is covered by CHAMPUS.

Attending Physician. The physician who has the primary responsibility for the
medical diagnosis and treatment of the patient. A consultant, an
assistant-at-surgery or an anesthesiologist is not an attending physician. Under
very extraordinary circumstances, because of the presence of complex, serious, and
multiple, but unrelated, medical conditions, a patient may have more than one
attending physician concurrently rendering medical treatment during a single period
of time.

Authorized Provider. A hospital or institutional provider, physician, or other W
individual professional provider, or other provider of services or supplies
specifically authorized to provide benefits under CHAMPUS in Chapter 6 of this
Regulation.

Backuq Hospital. A hospital which is otherwise eligible as a CHAMPUS
institutional provider and which is fully capable of providing emergency care to a
patient who develops complications beyond the scope of services of a given category
of CHAMPUS authorized freestanding institutional provider and which is accessible
from the site of the CHAMPUS authorized freestanding institutional provider within
an average transport time acceptable for the types of medical emergencies usually
associated with the type of care provided by the freestanding facility.

Basic Progyam. The primary medical benefits authorized under Chapter 55 of
title 10, United States Code, and set forth in Chapter 4 of this Regulation.

Beneficiary. An individual who has been determined to be eligiole for CHAMPUS
benefits, as set forth in Chapter 3 of this Regulation.
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specific medical, surgical, or psychiatric treatment that vill reduce the
disability to the extent necessary to enable the patient f Cunrtion outside
the protected, monitored, or controlled environment. A custodial care
deLermination is not precluded by the fact that a patient is uncer the care

of a supervising or attending physician and that services are being ordered
and prescribed to support "nd generally maintain the patient's condition, cr
provide for the patient's Lomfort, or ensure the manageability of the
patient. Further, a custodial care determination is not precluded because
the ordered and prescribed services and supplies are being provided by an
R.N., L.P.N., or L.V.N.

NOTE: The determination of custodial care in no way implies that the

care being rendered is not required by the patient; it only means
that it is the kind of care that is not covered under CHAMPUS. A
program of physical and mental rehabilitation which is designed to
reduce a disability is not custodial care as long as the objective
of the program is a reduced level of care.

Days. Calendar days.

Deceased Service Member. A person who, at the time of his or her death,
was an active duty member of a Uniformed Service under a call or order that

did not specify a period of 30 days or less; or a retiree of a Uniformed

Service.

Deductible. Payment by a beneficiary of the first $50 of the CHAMPUS-
determined allowable costs or charges for otherwise covered outpatient
services or supplies provided in any one fiscal year; or for a family, the

aggregate payment by two or more beneficiaries who submit claims of the first
$100.

Deductible Certificate. A statement issued to the beneficiary (or
sponsor) by a CHAMPUS fiscal intermediary certifying to deductible amounts
satisfied by a CHAMPUS beneficiary for any applicable fiscal year.

Defense Enrollment Eligibility Reporting System (DEERS). The automated
system that is composed of two phases:

1. Enrolling all active duty and retired service members, their depen-
dents, and the dependents of deceased service members, and

2. Verifying their eligibility for health care benefits in the direct
care facilities and through CHAMPUS.

#Mirst Amendment (Ch 5, 9/17/93) 2-9
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Dental Care. Services relating to the teeth and their supporting
structures.

Dentist. Doctor of Dental Medicine (D.M.D.) or Doctor of Dental Surgery
(D.D.S.) who is licensed to practice dentistry by an appropriate authority.

DIependent. A person who bears any of the following relationships to an
active duty member (under a call or order that does not specify a period of 30
days or less), retiree, or deceased active duty member or retiree, of a
Uniformed Service, that is, lawful spouse, former spouse (in certain circum-
stances), unremarried widow or widower, or child; or a spouse and child of an
active duty member of the armed forces of foreign North Atlantic Treaty
Organization (NATO) nations (refer to section B. in Chapter 3 of this

Regulation).

Deserter or Desertion Status. A service member is a deserter, or in a
desertion status, when the Uniformed Service concerned has made an
administrative determination to that effect, or the member's period of
unauthorized absence has resulted in a court-martial conviction of desertion.
Administrative declarations of desertion normally are made when a member has
been an unauthorized absentee for over 30 days, but particular circumstances
may result in an earlier declaration. Entitlement to CHAMPUS benefits ceases
as of 12:01 a.m. on the day following the day the desertion status is
declared. Benefits are not to be authorized for treatment received during a
period of unauthorized absence that results in a court-martial conviction for
desertion. Dependent eligibility for benefits is reestablished when a deserter
is returned to military control and continues, even though the member may be in
confinement, until any discharge is executed. When a deserter status is later
found to have been determined erroneously, the status of deserter is considered
never to have existed, and the member's dependents will have been eligible
continuously for benefits under CHAMPUS.

Diagnosis-Related Groups (DRGs). Diagnosis-related groups (DRGs) are a
method of dividing hospital patients into clinically coherent groups based on
the consumption of resources. Patients are assigned to the groups based on
their principal diagnosis (the reason for admission, determined after study),
secondary diagnoses, procedures performed, and the patient's age, sex, and
discharge status.

Diagnostic Admission. An admission to a hospital or other authorized in-
stitutional provider, or an extension of a stay in such a facility, primarily
for the purpose of performing diagnostic tests, examinations, and procedures.

Doctor of Dental Medicine (D.M.D.). A person who has received a degree in
dentistry, that is, that department of the healing arts which is concerned with
the teeth, oral cavity, and associated structures.

MFirst Amendment (Ch 5, 9/17/93) 2-10
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body weight is 200 percent or more of the ideal weight for height and lone
structure according to the most current Metropolitan Life Table. The
associated medical conditions are diabetes mellitus, hypertension,
cholecystitis, narcolepsy, pickwickian syndrome (and other severe revpirazory
diseases), hypothalmic disorders, and severe arthritis of the weight-bearing
joints.

Most-Favored Rate. The lowest usual charge to any individual or
third-party payer in effect on the date of the admission of a CHAMPUS
beneficiary.

Natural Childbirth. Childbitth without the use of chemical induction or
augmentation of labor or surgical procedures other than episiotomy or
perineal repair.

Naturopath. A person who practices naturopathy, that is, a drugless
system of therapy making use of physical forces such as air, light, wE er,
heat, and massage. NOTE: Services of a naturopath are not covered b)
CHAMPUS.

Nonavailability Staement. A certification by a commander (or a
designee) of a Uniformed Services medical treatment facility recorded oi. DD
Form 1251, generally for the reason that the needed medical care being
requested by a CHAMPUS beneficiary cannot be provided at the facility
concerned because the necessary resources are not available.

"Nonparticipating Provider. A hospital or other authorized institutional
provider, a physician or other authorized individual professional provider.
or other authorized provider that furnished medical services or supplies to a
CHAMPUS beneficiary, but who did not agree on the CHAMPUS claim form to
participate or to accept the CHAMPUS-determined allowable cost or charge as
the total charge for the services. A nonparticipating provider looks to the
beneficiary or sponsor for payment of his or her charge, not CHAMPUS. In
such cases, CHAMPUS pays the beneficiary or sponsor, not the provider.

North Atlantic Treaty Organization (NATO) Member. A military member of
an armed force of a foreign NATO nation who is on active duty and who, in
connection with official duties, is stationed in or passing through the
United States. The foreign NATO nations are Belgium, Canada, Denmark,
France, Federal Republic of Germany, Greece, Iceland, Italy, Luxemburg, the
Netherlands, Norway, Portugal, Spain, Turkey, and the United Kingdom.

Official Formularies. A book of official standards for certain
pharmaceuticals and preparations that are not included in the U.S.
Pharmacopeia.

Optonetrist (Doctor of Optomery_). A person trained and licensed to
examine and test the eyes and to treat visual defects by prescribing and
adapting corrective lenses and other optical aids, and by establishing
programs of exercises.
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Oral Surgeon (D.D.S. or D.M.D.). A person who has received a degree in
dentistry and who limits his or her practice to oral surgery, that is, that
branch of the healing arts that deals with the diagnosis and the surgical
correction and adjunctive treatment of diseases, injuries, and defects of the
mouth, the jaws, and associated structures.

Orthopedic Shoes. Shoes prescribed by an orthopedic surgeon to effect
changes in foot or feet position and aLignment and which are not an integral
part of a brace.

Other Allied Health Professionals. Individual professional providers
other than physicians, dentists, or extramedical individual providers, as
specified i. 2-hapter 6 of this Regulation.

Otrr jjpecial Institutional Providers. •ertain special institutional
providers. either inpatient or outpatient, other than those specifically
defined, that provide courses of treatment prescribed by a doctor of medicine
or osteopathy; when the patient is under the supervision of a doctor of
medicinc ur osteopathy during the entire course of the inpatient admission or
the outpatient treatment; when the type and level of care and services
rendered by the institution are otherwise authorized in this Regulation; when
the facility meets all licensing or other certification requirements that are
extant in the jurisdiction in which the facility is located geographically;
which is accredited by the Joint Commission on Accreditation if an
appropriate accreditation program for the given type of facility is
available; and which is not a nursing home, intermediate facility, halfway
house, home for the aged, or other institution of similar purpose.

Outpatient. A patient who has not been admitted to a hospita' or other
authorized institution as an inpatient.

Ownership or Control Interest. For purposes of Chapter 9.F.l., a "person
with an ownership or control interest" is anyone who

1. Has directly or indirectly a 5 percent or more ownership interest in
the entity; or

2. Is the owner of a whole or par. interest in any mortgage, deed of
trust, note, or other obligation secured (in whole or in part) by the entity
or any of the property or assets thereof, which whole or part interest is
equal to or exceeds 5 percent of the total property and assets of the entity;
or

3. Is an officer or director of the entity if the entity is organized
as a corporation; or

4. Is a partner in the entity if the entity is organized as a
partnership.

PartialHospitalization. A treatment setting capable of providing an
interdisciplinary program of medical therapeutic services at least 3 hours

2-20 0
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per day, 5 days per week, which may embrace day, evening, night and weekend
treatment programs which employ an integrated, comprehensive and
complementary schedule of recognized treatment approaches. Partial
hospitalization is a time-limited, ambulatory, active treatment program that
offers therapeutically intensive, coordinated, and structured clinical
services within a stable therapeutic environment. Partial hospitalization is
an appropriate setting for crisis stabilization, treatment of partially
stabilized mental health disorders, and a transition from an inpatient
program when medically necessary. Such programs must enter into a
participation agreement with CHAMPUS, and be accredited and in substantial
compliance with the standards of the Mental Health Manual of the Joint
Commission on Accreditation of H'Ilthcare Organizations (JCAHO) (formerly
known as the Consolidated Standards).

0
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Participating Provider. A hospital or other authorized institutional
provider, a physician or other authorized individual professional provider,
or other authorized provider that furnished services or supplies to a CHAMPUS
beneficiary and that has agreed, by act of signing and submitting a CHAMPUS
claim form and indicating participation in the appropriate space on the claim
form, to accept the CHAMPUS-determined allowable cost or charge as the total
charge (even though less than the actual billed amount), whether paid for
fully by the CHAMPUS allowance or requiring cost-sharing by the beneficiary
(or sponsor).

Party to a Hearing. An appealing party or parties and CHAMPUS.

Party to the Initial Determination. Includes CHAMPUS and also refers to
a CHAMPUS beneficiary and a participating provider of services whose
interests have been adjudicated by the initial determination. In addition, a
provider who has been denied approval as an authorized CHAMPUS provider is a
party to that initial determination, as is a provider who is disqualified or
excluded as an authorized provider under CHAMPUS, unless the provider is
excluded based on a determination of abuse or fraudulent practices or
procedures under another federal or federally funded program. See Chapter 10
for additional information concerning parties not entitled to administrative
review under the CHAMPUS appeals and hearing procedures.

Pharmacist. A person who is trained specially in the scientific basis of
pharmacology and who is licensed to prepare and sell or dispense drugs and
compounds and to make up prescriptions ordered by a physician.

Physical Medicine Services or Phys.iatry Services. The treatment of
disease or injury by physical means such as massage, hydrotherapy, or heat.

Physical Handicap. A physical condition of the body that meets the
following criteria:

1. Duration. The condition is expected to result in death, or has
lasted, or with reasonable certainty is expected to last, for a minimum
period of 12 months; and

2. Extent. The condition is of such severity as to preclude the
individual from engaging in substantially basic productive activities of
daiiy living expected of unimpaired persons of the same age group.

Physical Therapist. A person who is trained specially in the skills and
techniques of physical therapy (that is, the treatment of disease by physical
agents and methods such as heat, massage, manipulation, therapeutic exercise,
hydrotherapy, and various forms of energy such as electrotherapy and ultra-
sound), who has been authorized legally (that is, registered) to administer
reatments prescribed by a physician and who is entitled legally to use the
designation "Registered Physical Therapist." A physical therapist also may
be called a physiotherapist.
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Physician. A person with a degree of Po1toi of Medi-ine (M.P. or Po• tlo

of ()t•,pathv (D.f.) who is licensed to ptartice medicine by an appropi iate

odiatt liq (pottor of Podiatry or 1 urgiciral Chitropod'. A p,,,,. who ha-
t,,ceiv ,I a degreeo in podiatrv (formerlv (allod rhi ropodv , that i , that
, ei,, ialirod t Held of the healing aitq that dt-al with th,' ftlu ant a ,' wt
the toot, including its anatomv, patholov, and m dia1 and striugi• l
t 1 03•tr1•l t .t~

Pupauthorizat ion. A dtecision insupd in w, it in• by thet [j u tot o .
ffiHAt}lt"S,. or a designee, that CHANFUS benetfits ate, payatol : ,o o tain
qP vi, e, that a bpno-et i iaiv has not vot i ', -ivo .

Pio-criit ion Drugs and Medicines. Drtugs and medirinos which at the t imr
of use were approved for commercial marketing by the U.S. Food and Dtirg
Administrat ion, and which, by law of thi United StaLes, require a physit Jan's
or dentist's prescript ion, except that it includes insulin for known
diabetics whether or not a prescription is required. Drugs grandfathered by
the Federal Food, Drug and Cosmetic Act of 1938 may be covered under CHAMPUS
as if FDA approved.

NOTE: The fact that. the U.S. Food and Drug Administration has
approved a drug for testing on humans would not qualify it
within this definition.

Preventive Care. Diagnostic and other medical procedures not related
directly to a specific illness, injury, or definitive set of symptoms, or
obstetrical care, but rather performed as periodic health screening, health
assessment, or health maintenance.

Primary Payer. The plan or program whose medical benefits are payable
first in a double coverage situation.

Private_ Duty (_Special) Nursing _Services. Skilled nursing services ren-
dered t.o an individual patient requiring intensive medical care. Such
private duty (special) nursing must be by an actively practicing registered
nurse (R.N.) or licensed practical or vocational nurse (L.P.N. or L.V.N.)
only when the medical condition of the patient requires intensive skilled
nursing services (rather than primarily providing the essentials of daily
living) and when such skilled nursing c:are is ordered by the attending
physici an.

Private Room. A room with one bed that is designated as a private room
by the hospital or other authorized institutional provider.

Program for the Handicapped (PFT.H). The sperial pro•,ram set torth in
Chapter 5 of this Regulation, through which dp-,nd-tnty ot artive dutv mem!eir
receive supplemental benefits for the moderatelyv or ,pvoprelv mentallv
retarded and the seriously physirallv hand icappe-d over and above those
mpdiral benefits available under the Basit Program.
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Progress notes. Progress notes are an essential component of the medical
record wherein health care personnel provide written evidence of ordered and
supervised diagnostic tests, treatments, medical procedures, therapeutic
behavior and outcomes. In the case of mental health care, progress notes
must include: the date of the therapy session; length of the therapy session;
a notation of the patient's signs and symptoms; the issues, pathology and
specific behaviors addressed in the therapy session; a statement summarizing
the therapeutic interventions attempted during the therapy session;
descriptions of the response to treatment, the outcome of the treatment, and
the response to significant others; and a statement summarizing the patient's
degree of progress toward the treatment goals. Progress notes do not need to
repeat all that was said during a therapy session but must document a patient
contact and be sufficiently detailed to allow for both peer review and audits
to substantiate the quality and quantity of care rendered.

Prosthetic Device (Prosthesis). An artificial substitute for a missing
body part.

Provider. A hospital or other institutional provider, a physician, or
other individual professional provider, or other provider of services or
supplies as specified in Chapter 6 of this Regulation.

Provider Exclusion and Suspension. The terms "exclusion" and
"suspension", when referring to a provider under CHAMPUS, both mean the
denial of status as an authorized provider, resulting in items, services, or
supplies furnished by the provider not being reimbursed, directly or
indirectly, under CHAMPUS. The terms may be used interchangeably to refer to
a provider who has been denied status as an authorized CHAMPUS provider based
on 1) a criminal conviction or civil judgment involving fraud, 2) an
administrative finding of fraud or abuse under CHAMPUS, 3) an administrative
finding that the provider has been excluded or suspended by another agency of
the Federal Government, a state, or a local licensing authority, 4) an
administrative finding that the provider has knowingly participated in a
conflict of interest situation, or 5) an administrative finding that it is in
the best interests of the CHAMPUS or CHAMPUS beneficiaries to exclude or
suspend the provider.

Provider Termination. When a provider's status as an authorized CHAMPUS
provider is ended, other than through exclusion or suspension, based on a
finding that the provider does not meet the qualifications, as set forth in
Chapter 6 of this Regulation, to be an authorized CHAMPUS provider.

Psychiatric Emergency. A psychiatric inpatient admission is an emergency
when, based on a psychiatric evaluation performed by a physician (or other
qualified mental health care professional with hospital admission authority),
the patient is at immediate risk of serious harm to self or others as a
result of a mental disorder and requires immediate continuous skilled
observation at the acute level of care.

Radiation Therapy Services. The treatment of diseases by x-ray, radium,
or radioactive isotopes when ordered by the attending physician.

Referral. The act or an instance of referring a CHAMPUS beneficiary to
another authorized provider to obtain necessary medical treatment. Under
CHAMPUS, only a physician may make referrals.
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Registered Nurse. A person who is prepared specially in the scientific
basis of nursing, who is a graduate of a school of nursing, and who is regis-
tered for practice after examination by a state board of nurse examiners or
similar regulatory authority, who holds a current, valid license, and who is
entitled legally to use the designation R.N.

Representative. Any person who has been appointed by a party to the ini-
tial determination as counsel or advisor and who is otherwise eligible to
serve as the counsel or advisor of the party to the initial determination,
particularly in connection with a hearing.

Resident (Medical). A graduate physician or dentist who has an M.D. or
D.O. degree, or D.D.S. or D.M.D. degree, respectively, is licensed to
practice, and who chooses to remain on the house staff of a hospital to get
further training that will qualify him or her for a medical or dental
specialty.

Residential Treatment Center (RTC). A facility (or distinct part of a
facility) which meets the criteria in Chapter 6.B.4.

Retiree. A member or former member of a Uniformed Service who is
entitled to retired, retainer, or equivalent pay based on duty in a Uniformed
Service.

Routine Eye Examinations. The services rendered in order to determine
the refractive state of the eyes.

Sanction. For purpose of Chapter 9, "sanction" means a provider
exclusion, suspension, or termination.

Secondary Payer. The plan or program whose medical benefits are payable
in double coverage situations only after the primary payer has adjudicated
the claim.

Semiprivate Room. A room containing at least two beds. If a room is
designated publicly as a semiprivate accommodation by the hospital or other
authorized institutional provider and contains multiple beds, it qualifies as
a semiprivate room for the purposes of CHAMPUS.

Skilled Nursing Facility. An institution (or a distinct part of an
institution) that meets the criteria as set forth in subsection B.4. of
Chapter 6 of this Regulation.

Skilled Nursing Service. A service that can only be furnished by an
R.N., or L.P.N. or L.V.N., and is required to be performed under the
supervision of a physician to ensure the safety of the patient and achieve
the medically desired result. Examples of skilled nursing services are
intravenous or intramuscular injections. levin tube or gastrostomy feedings,
or tracheotomy aspiration and insertion. Skilled nursing services are other
than those services that provide primarily support for the essentials of
daily living or that could be performed by an untrained adult with minimum
instruction or supervision.
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Special Tutoring. Teaching or instruction provided by a private teacher
to an individual usually in a private or separate setting to enhance the
educational development of an individual in one or more study areas.

Spectacles, Eyeglasses, and Lenses. Lenses, including contact lenses,
that help to correct faulty vision.

Sponsor. An active duty member, retiree, or deceased active duty member
or retiree, of a Uniformed Service upon whose status his or her dependents'
eligibility for CHAMPUS is based.

Spouse. A lawful wife or Lusband regardless of whether or not dependent
upon the active duty member or tetiree.

Student Status. A dependent of a member or former member of a Uniformed
Service who has not passed his or her 23rd birthday, and is enrolled in a
full-time course of study in an institution of higher learning.

Suppliers of Portable X-Ray Services. A supplier that meets the condi-
tions of coverage of the Medicare program, set forth in the Medicare regu-
lations (reference (m)), or the Medicaid program in the state in which the
covered service is provided.

Surgety. Medically appropriate operative procedures, including related
preoperative and postoperative care; reduction of fractures and dislocations;
injection and needling procedures of the joints; laser surgery of the eye;
and those certain procedures listed in paragraph C.2.a. of Chapter 4 of this
Regulation.

Surgical Assistant. A physician (or dentist or podiatrist) who assists
the operating surgeon in the performance of a covered surgical service when
such assistance is certified as necessary by the attending surgeon, when the
type of surgical procedure being performed is of such complexity and
seriousness as to require a surgical assistant, and when interns, residents,
or other house staff are not available to provide the surgical assistance
services in the specialty area required.

.Suspension of Claims Processing. The temporary suspension of processing
(to protect the government's interests) of claims for care furnished by a
specific provider (whether the claims are submitted by the provider or
beneficiary) or claims submitted by or on behalf of a specific CHAMPUS
beneficiary pending action by the Director, OCHAMPUS, or a designee, in a
case of suspected fraud or abuse. The action may include the administrative
remedies provided for in Chapter 9 or any other Department of Defense
issuance (e.g. DoD issuances implementing the Program Fraud Civil Remedies
Act), case development or investigation by OCHAMPUS. or referral to the
Department of Defense-Inspector General or the Department of Justice for
action within their cognizant jurisdictions.
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Timely Filing. The filing of CHAMPUS claims within the prescribed time
limits as set forth in Chapter 7 of this Regulation.

Treatment Plan. A detailed description of the medical care being
rendered or expected to be rendered a CHAMPUS beneficiary seeking approval
for inpatient benefits for which preauthorization is required as set forth in
section B. of Chapter 4 of this Regulation. A treatment plan must include,
at a minimum, a diagnosis (either ICD-9-CM or DSM-III); detailed reports of
prior treatment, medical history, family history, social history, and
physical examination; diagnostic test results; consultant's reports (if any);
proposed treatment by type (such as surgical, medical, and psychiatric): a
desctiption of who is or will be providing treatment (by discipline or
specialty); anticipated frequency, medications, and specific goals of
treatment; type of inpatient facility required and why (including length of
time the related inpatient stay will be required); and prognosis. If the
treatment plan involves the traisfer of a CHAMPUS patient from a hospital or
another inpatient facility, medical records related to that inpatient stay
also are required as a part of the treatment plan documentation.

Uniformed Services. The Army, Navy, Air Force, Marine Corps, Coast
Guard, Commissioned Corps of the USPHS, and the Commissioned Corps of the
NOAA.

Veteran. A person who served in the active military, naval, or air ser-
vice, and who was discharged or released therefrom under conditions other
than dishonorable.

NOTE: Unless the veteran is eligible for "retired pay," "retirement
pay," or "retainer pay," which refers to payments of a
continuing nature and are payable at fixed intervals from the
government for military service neither the veteran nor his or
her dependents are eligible for benefits under CHAMPUS.

Well-BabyCare. A specific program of periodic health screening, devel-
opmental assessment, and routine immunization for children from birth up to 2
years.

Widow or Widower. A person who was a spouse at the time of death of the
active duty member or retiree and who has not remarried.

Worker's Compensation Benefits. Medical benefits available under any
worker's compensation law (including the Federal Employees Compensation Act),
occupational disease law, employers liability law, or any other legislation
of similar purpose, or under the maritime doctrine of maintenance, wages, and
cure.

X-Ray Services. An x-ray examination from which an x-ray film or other
image is produced, ordered by the attending physician when necessary and
rendered in connection with a medical or surgical diagnosis or treatment of
an illness or injury, or in connection with maternity or well-baby care.

0
2-26



Jul 911
DoD 6010.8-R

CHAPTER 4

BASIC PROGRAM BENEFITS

TABLE OF CONTENTS

SECTION Page
A. General. 4-1

1. Scope of benefits. 4-1
2. Persons eligible for Basic Program benefits. 4-1
3. Authority to act for CHAMPUS. 4-1
4. Status of patient controlling for purposes of

cost-sharing. 4-1
5. Right to information. 4-1
6. Physical examinations. 4-2
7. Timely filing of claims. 4-2
8. Double coverage and third party recoveries. 4-2
9. Nonavailability Statements (DD Forms 1251). 4-3

a. Rules applicable to issuance of Nonavailability
Statement (DD Form 1251). 4-3

b. Beneficiary responsibility. 4-3
c. Rules in effect at time civilian medical care is

provided apply. 4-3
d. Nonavailability Statement (DD Form 1251) must

be filed with applicable claim. 4-3
e. Nonavailability Statement (NAS) and Claims

Adjudication. 4-4
10. Utilization review and quality assurance. 4-4
11. Preauthorization. 4-4

a. Purpose of Preauthorization. 4-4
b. Admissions to authorized institutions requiring

preauthorization. 4-4
c. Other preauthorization requirements. 4-5

12. Utilization review, quality assurance and
preauthorization for inpatient mental health
services and partial hospitalization 4-5
a. In General. 4-5
b. Preadmission authorization. 4-5

13. Implementing instructions. 4-6

B. Institutional Benefits. 4-6
1. General. 4-6

a. Billing practices. 4-6
b. Successive inpatient admissions. 4-6a
c. Related services and supplies. 4-6a
d. Inpatient, appropriate level required. 4-6a
e. General or special education not covered. 4-6a

2. Covered hospital services and supplies. 4-6a
a. Room and board. 4-6a
b. General staff nursing services. 4-6a
c. ICU. 4-7
d. Operating room, recovery room. 4-7
e. Drugs and medicines. 4-7
f. Durable medical equipment, medical supplies, and

dressings. 4-7
g. Diagnostic services. 4-7

4-i

#Second Amendment (Ch 5, 9/17/93)



Jul 910
DoD 6010.8-R

SECTION Page
h. Anesthesia. 4-7
i. Blood. 4-7
j. Radiation therapy. 4-7
k. Physical therapy. 4-7
1. Oxygen. 4-7
m. Intravenous injections. 4-7
n. Shock therapy. 4-7
o. Chemotherapy. 4-7
p. Renal and peritoneal dialysis. 4-7
q. Psychological evaluation tests. 4-8
r. Other medical services. 4-8

3. Covered services and supplies provided by special
medical treatment institutions or facilities,
other than hospitals or RTCs. 4-8
a. Room and board. 4-8
b. General staff nursing services. 4-8
c. Drugs and medicines. 4-8
d. Durable medical equipment, medical supplies,

and dressings. 4-8
e. Diagnostic services. 4-8
f. Blood. 4-8
g. Physical therapy. 4-8
h. Oxygen. 4-8
i. Intravenous injections. 4-8
j. Shock therapy. 4-8
k. Chemotherapy. 4-9
1. Psychological evaluation tests. 4-9
m. Renal and peritoneal dialysis. 4-9
n. Other medical services. 4-9

4. Services and supplies provided by RTCs. 4-9
a. Room and board. 4-9
b. Patient assessment. 4-9
c. Diagnostic services. 4-9
d. Psychological evaluation tests. 4-9
e. Treatment of mental disorders. 4-9
f. Other necessary medical care. 4-9
g. Criteria for determining medical or

psychological necessity. 4-9
h. Preauthorization requirement. 4-9a
i. Concurrent review. 4-9b

5. Extent of institutional benefits. 4-9b
a. Inpatient room accommodations. 4-9b
b. General staff nursing services. 4-10
c. ICU. 4-11
d. Treatment rooms. 4-li
e. Drugs and medicines. 4-11
f. Durable medical equipment, medical

supplies, and dressings. 4-11
g. Transitional use items. 4-12
h. Anesthetics and oxygen. 4-12

6. Inpatient mental health services. 4-12
a. Criteria for determining medical or

psychological necessity 4-12
b. Emergency admissions 4-12a
c. Preauthorization requirements 4-12a
d. Concurrent review 4-12b

#Second Amendment (Ch 5, 9/17/93) 4-ii



Jul 91#
DoD 6010.8-R

SECTION Page
7. Emergency inpatient hospital services. 4-12b

a. Existence of medical emergency. 4-13
b. Immediate admission required. 4-13
c. Closest hospital utilized. 4-13

8. RTC day limit. 4-13
9. Inpatient mental health care day limits. 4-13a
10. Psychiatric partial hospitalization services. 4-13b

a. In general. 4-13b
b. Criteria for determining medical/psychological necessity

of psychiatric partial hospitalization services. 4-13b
c. Preauthorization and concurrent review requirements. 4-13b
d. Institutional benefits limited to 60 days. 4-13c
e. Waiver of the 60-day partial hospitalization

program limit. 4-13c
f. Services and supplies. 4-13c
g. Social services required. 4-13d
h. Educational services required. 4-13d
i. Family therapy required. 4-13d
j. Professional mental health benefits limited. 4-13d
k. Non-mental health related medical services. 4-13d

C. Professional Services Benefit. 4-13d
1. General. 4-13d

a. Billing practices. 4-14
b. Services must be related. 4-14

2. Covered services of physicians and other authorized
individual professional providers. 4-14
a. Surgery. 4-14
b. Surgical assistance. 4-15
c. Inpatient medical services. 4-15
d. Outpatient medical services. 4-15
e. Psychiatric services. 4-15
f. Consultation services. 4-15
g. Anesthesia services. 4-15
h. Radiation therapy services. 4-15
i. X-ray services. 4-15
j. Laboratory and pathological services. 4-15
k. Physical medicine services or physiatry services. 4-15
1. Maternity care. 4-15
m. Well-baby care. 4-15
n. Other medical care. 4-15
o. Private duty (special) nursing services. 4-15
p. Routine eye examinations. 4-16

3. Extent of professional benefits. 4-16
a. Multiple surgery. 4-16
b. Different types of inpatient care, concurrent. 4-16
c. Need for surgical assistance. 4-17
d. Aftercare following surgery. 4-17
e. Cast and sutures, removal. 4-17
f. Inpatient care, concurrent. 4-17
g. Consultants who become the attending surgeon. 4-17
h. Anesthesia administered by the attending physician. 4-18
i. Treatment of mental disorders. 4-18
j. Physical and occupational therapy. 4-20
k. Well-baby care. 4-20
1. Private duty (special) nursing. 4-21

4-iii
#Second Amendment (Ch 5, 9/17/93)



Jul 919
DoD 6010.8-R

SECTION Page
D. Other Benefits. 4-23

1. General. 4-23
2. Billing practices. 4-24
3. Other covered services and supplies. 4-24

a. Blood. 4-24
b. Durable medical equipment. 4-24
c. Medical supplies and dressings (consumables). 4-25
d. Oxygen. 4-25
e. Ambulance. 4-25
f. Prescription drugs and medicines. 4-26
g. Prosthetic devices. 4-26
h. Orthopedic braces and appliances. 4-27

E. Special Benefit Information. 4-27
1. General. 4-27
2. Abortion. 4-27
3. Family planning. 4-27

a. Birth control (such as contraception). 4-27
b. Genetic testing. 4-28

4. Treatment of alcoholism. 4-29
a. Emergency and inpatient hospital services. 4-29
b. Authorized alcoholism treatment. 4-29
c. Exclusions. 4-30
d. Confidentiality. 4-30

5. Organ transplants. 4-30
a. Recipient costs. 4-30
b. Donor costs. 4-30
c. General limitations. 4-31
d. Kidney acquisition. 4-31
e. Liver Transplants. 4-31
f. Heart Transplants. 4-31b

6. Eyeglasses, spectacles, contact lenses, or other
optical devices. 4-31c
a. Exception to general exclusion. 4-31c
b. Limitations. 4-32

7. Transsexualism or hermaphroditism. 4-32
8. Cosmetic, reconstructive, or plastic surgery. 4-32

a. Limited benefits under CHAMPUS. 4-33
b. General exclusions. 4-33
c. Noncovered surgery, all related services and

supplies excluded. 4-33a
d. Examples of noncovered cosmetic, reconstructive,

or plastic surgery procedures. 4-34
9. Complications (unfortunate sequelae) resulting from

noncovered initial surgery or treatment. 4-35
10. Dental. 4-35

a. Adjunctive dental care, limited. 4-35
b. General exclusions. 4-36
c. Preauthorization required. 4-36
d. Covered oral surgery. 4-36
e. Inpatient hospital stay in connection with non-

adjunctive, noncovered dental care. 4-36a
11. Drug abuse. 4-37

a. Limitations on who can prescribe drugs. 4-37
b. Drug maintenance programs excluded. 4-37
c. Kinds of prescription drugs that are monitored

carefully by CHAMPUS for possible abuse situations. 4-37

4-iv
irst Amendment (Ch 5, 9/17/93)



DoD 6010.8-R

. SECTION Page

d. CHAMPUS fiscal intermediary responsibilities. 4-38
e. Unethical or illegal provider practices

related to drugs. 4-38
f. Detoxification. 4-38

12. Custodial care. 4-39
a. Kinds of conditions that can result in custodial

care. 4-39
b. Benefits available in connection with a custodial

care case. 4-39
c. Exception to custodial care exclusion, admission

to a hospital. 4-40
d. Reasonable care for which benefits were author-

ized or reimbursed before June 1, 1977. 4-40

13. Domiciliary care. 4-40
a. Examples of domiciliary care situations. 4-40
b. Benefits available in connection with a domiciliary

care case. 4-41
c. General exclusion. 4-41

14. CT scanning. 4-41
a. Approved CT scan services. 4-41
b. Review guidelines and criteria. 4-41

15. Morbid obesity. 4-41
a. Conditions for coverage. 4-41
b. Exclusions. 4-42

16. Maternity care. 4-42
a. Benefit. 4-42
b. Cost-share. 4-42

17. Biofeedback. 4-42a
a. Benefits provided. 4-42a
b. Limitations. 4-42a
c. Exclusions. 4-42a
d. Provider requirements. 4-42a
e. Implementation guidelines. 4-42a

18. Cardiac Rehabilitation. 4-42a
a. Benefits provided. 4-42b
b. Limitations. 4-42b
c. Exclusions. 4-42b
d. Provider requirements. 4-42b
e. Payment. 4-42b
f. Implementation guidelines. 4-42b

F. Beneficiary or Sponsor Liability. 4-42b
1. General. 4-42b
2. Dependents of active duty members of the Uniformed

Services. 4-42c
a. Annual fiscal year deductible for outpatient

services or supplies. 4-42c
b. Inpatient cost-sharing. 4-43

4-v



Juul 919

DoD 6010.8-R

SECTION Page

c. Outpatient cost-sharing. 4-44
d. Ambulatory surgery. 4-44
e. Psychiatric partial hospitalization services. 4-44

3. Retirees, dependents of retirees, dependents of
deceased active duty members, and dependents of
deceased retirees. 4-44
a. Annual fiscal year deductible for outpatient

services or supplies. 4-44
b. Inpatient cost-sharing. 4-45
c. Outpatient cost-sharing. 4-45
d. Psychiatric partial hospitalization services. 4-45

4. Former spouses. 4-45
a. Annual fiscal year deductible for outpatient

services or supplies. 4-45
b. Inpatient cost-sharing. 4-45
c. Outpatient cost-sharing. 4-45

5. Cost-sharing under the Military-Civilian
Health Services Partnership Program. 4-45
a. External partnership agreement. 4-45
b. Internal partnership agreement. 4-46

6. Amounts over CHAMPUS-determined qllowable
costs or charges. 4-46
a. Participating provider. 4-46
b. Nonparticipating providers. 4-46

7. [Reserved]
8. Cost-sharing for services provided under

special disccunt arrangements. 4-46a
a. General rule. 4-46a
b. Specific applications. 4-46a

G. Exclusions and Limitations. 4-46a
1. Not medically or psychologically necessary. 4-46a
2. Unnecessary diagnostic tests. 4-46a
3. Institutional level of care. 4-46a
4. Diagnostic admission. 4-46a
'. Unnecessary postpartum inpatient stay, mother

or newborn. 4-47
6. Therapeutic absences. 4-47
7. Custo, : 'ir . 4-47
8. Domicii.,a. care. 4-47
9. Rest or rest cures. 4-47

10. Amounts above allowable costs or charges. 4-47
11. No legal obligation to pay, no charge would be made. 4-47
12. Furnished without charge. 4-47
13. Furnished by local, state, or Federal Government. 4-47
14. Study, grant, or re•,,'rch programs. 4-47
15. Not in accordance .. th accepted standards, expe..imental

or in-yestigational. 4-48
16. Immediate family, household. 4-48

4-vi

Irirst Amendment (Ch 5. 9/17/93)



DoD 6010.8-R
Jul 91#

SECTION Page

17. Double coveLage. 4-48

18. Nonavailability Statement required. 4-48

19. Preauthorization required. 4-48

20. Psychoanalysis or psychotherapy, part of education. 4-48

21. Runaways. 4-48

22. Services or supplies ordered by a court or other

government agency. 4-48

23. Work-related (occupational) disease or injury. 4-48
24. Cosmetic, reconstructive, or plastic surgery. 4-48

25. Surgery, psychological reasons. 4-48

26. Electrolysis. 4-49

27. Dental care. 4-49

28. Obesity, weight reduction. 4-49
29. Transsexualism or hermaphroditism. 4-49

30. Sexual dysfunctions or inadequacies. 4-49
31. Corns, calluses, and toenails. 4-49

32. Dyslexia. 4-49
33. Surgical sterilization, reversal. 4-49

34. Artificial insemination, in-vitro fertilization,
gamete intrafallopian transfer and all other similar

reproductive technologies. 4-49
35. Nonprescription contraceptives. 4-49
36. Tests to determine paternity or sex of a child. 4-49
37. Preventive care. 4-49

38. Chiropractors and naturopaths. 4-50
39. Counseling. 4-50
40. Acupuncture. 4-50

41. Hair transplants, wigs, or hairpieces. 4-50
a. Benefits provided. 4-50

b. Exclusions. 4-50

42. Education or training. 4-51

43. Reserved. 4-51
44. Exercise. 4-51
45. Audiologist, speech therapist. 4-51

46. Vision care. 4-51
47. Eye and hearing examinations. 4-51

48. Prosthetic devices. 4-51
49. Orthopedic shoe- 4-51
-0. Eyeglasses. 4-51

51. Hearing aids. 4-51
52. Telephonic services. 4-51
53. Air conditioners, humidifiers, dehumidifiers, and

purifiers. 4-51
54. Elevators or chair lifts. 4-51
55. Alterations. 4-51

56. Clothing. 4-51

57. Food, food substitutes. 4-51

. #First Amendment (Ch 2, 10/30/91) 4-vii



DoD 6010.8-R

Jul 91#

SECTION Page

58. Enuresis. 4-52

59. Reserved. 4-52

60. Autopsy and postmortem. 4-52

61. Camping. 4-52

62. Housekeeper, companion. 4-52
63. Noncovered condition, unauthorized provider. 4-52
64. Comfort or convenience. 4-52
65. "Stop smoking" programs. 4-52
66. Megavitamin psychiatric therapy, orthomolecular

psychiatric therapy. 4-52
67. Transportation. 4-52
68. Travel. 4-52
69. Institutions. 4-52
70. Supplemental diagnostic services. 4-52
71. Supplemental consultations. 4-52
72. Inpatient mental health services. 4-52
73. Economic interest in connection with mental health

admissions. 4-53
74. Not specifically listed. 4-53

H. Payment and Liability for Certain Potentially Excludable
Services Under the Peer Review Organization Program. 4-53
1. Applicability. 4-53

2. Payment for certain potentially excludable expenses. 4-53
3. Liability for certain excludable services. 4-54
4. Criteria for determining that beneficiary knew or could

reasonably been expected to have known that services were
excludable. 4-54

5. Criteria for determining that provider knew or could
reasonably have been expected to have known that that
services were excludable. 4-54

4-viii
#First Amendment (Ch 2, 10/30/91)



Jul 91f
DoD 6010.8-R

C. Documentation for preauthorization - approved treatment plan. A
request for preauthorization described in subsection A.11. of this chapter, requires
submission of a detailed treatment plan, in accordance with guidelines and
procedures issued by the Director, OCHAMPUS.

d. Other preauthorization requirements

(1) The Director, OCHAMPUS, or a designee, shall respond to all
requests for preauthorization in writing and shall send notification of approval or
denial to the beneficiary.

(2) The Director, OCHAMPUS, or a designee, shall specify, in the
approved preauthorization, the services and supplies the approval covers.

(3) An approved preauthorization is valid only for 90 days from the
date of issuance. If the preauthorized services and supplies are not obtained or
commenced within the 90-day period, a new preauthorization request is required.

(4) A preauthorization may set forth other special limits or
requirements as indicated by the particular case or situation for which
preauthorization is being issued.

12. Utilization review, quality assurance and preauthorization for inpatient

mental health services and partial hospitalization.

a. In general. The Director, OCHAMPUS shall provide, either directly or
through contract, a program of utilization and quality review for all mental health
care services. Among other things, this program shall include mandatory
preadmission authorization before nonemergency inpatient mental health services may
be provided and mandatory approval of continuation of inpatient services within 72
hours of emergency admissions. This program shall also include requirements for
other pretreatment authorization procedures, concurrent review of continuing
inpatient and partial hospitalization care, retrospective review, and other such
procedures as determined appropriate by the Director, OCHAMPUS. The provisions of
paragraph H of this chapter and paragraph F, Chapter 15, shall apply to this
program. The Director, OCHAMPUS, shall establish, pursuant to paragraph F., Chapter
15, procedures substantially comparable to requirements of paragraph H of this
chapter and Chapter 15. If the utilization and quality review program for mental
health care services is provided by contract, the contractor(s) need not be the same
contractor(s) as are engaged under Chapter 15 in connection with the review of other
services.

b. Preadmission authorization.

(1) This section generally requires preadmission authorization for
all nonemergency inpatient mental health services and prompt continued stay
authorization after emergency admissions. It also requires preadmission
authorization for all admissions to a partial hospitalization program, without
exception, as the concept of an emergency admission does not pertain to a partial
hospitalization level of care. Institutional services for which payment would
otherwise be authorized, but which were provided without compliance with
preadmission authorization requirements, do not qualify for the same payment that
would be provided if the preadmission requirements had been met.
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(2) In cases of noncompliance with preadmission authorization
requirements, institutional payment will be reduced by the amount attributable to
the days of services without the appropriate certification up to a maximum of five
days of services. In cases in which payment is determined on a prospectively set
per-discharge basis (such as the DRG-based payment system), the reduction shall be
$500 for each day of services provided without the appropriate preauthorization, up
to a maximum of five days of services.

(3) For purposes of paragraph A.12.b. (2) of this chapter, a day of
services without the appropriate preauthorization is any day of services provided
prior to:

(a) the receipt of an authorization; or

(b) the effective date of an authorization 0 ubsequently

received.

(4) Services for which payment is disallowed under paragraph
A.12.b.(2) of this chapter may not be billed to the patient (or the patient's
family).

13. Implementing instructions. The Director, OCHAMPUS, or a designee, shall
issue policies, instructions, procedures, guidelines, standards, or (:riteria as may
be necessary to implement the intent of this Regulation.

B. INSTITUTIONAL BENEFITS

1. General. Services and supplies provided by an institutional provider
authorized as set forth in Chapter 6 of this Regulation may be cost-shared only when
such services or supplies (i) are otherwise authorized by this Regulation; (ii) are
medically necessary; (iii) are ordered, directed, prescribed, or delivered by an
OCHAMPUS-authorized individual professional provider as set forth in Chapter 6 of
this Regulation or by an employee of the authorized institutional provider who is
otherwise eligible to be a CHAMPUS authorized individual professional provider; (iv)
are delivered in accordance with generally accepted norms for clinical practice in
the United States; (v) meet established quality standards; and (vi) comply with
applicable definitions, conditions, limitations, exceptions, or exclusions as
otherwise set forth in this Regulation.

a. Billing practices. To be considered for benefits under this section
B., covered services and supplies must be provided and billed for by a hospital or
other authorized institutional provider. Such billings must be fully itemized and
sufficiently descriptive to permit CHAMPUS to determine whether benefits are
authorized by this Regulation. In the case of continuous care, claims shall be
submitted to the appropriate CHAMPUS fiscal intermediary at least every 30 days
either by the beneficiary or sponsor or, on a participating basis, directly by the
facility on behalf of the beneficiary (refer to Chapter 7).

0
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authorized institution is called in specifically to care for a single
patient (individual nursing) or more than one patient (group nursing),
whether the patient is billed for the nursing services directly or through

the hospital or other institution, such services constitute private duty
(special) nursing services and are not eligible for benefits under this
paragraph (the provisions of paragraph C.2.o. of this chapter would apply).

c. ICU. An ICU is a special segregated unit of a hospital in which
patients are concentrated, by reason of serious illness, usually without
regard to diagnosis. Special lifesaving techniques and equipment are avail-
able regularly and immediately within the unit, and patients are under contin-
uous observation by a nursing staff specially trained and selected for the
care of this type of patient. The unit is maintained on a continuing, rather
than an intermittent or temporary, basis. It is not a postoperative recovery
room or a postanesthesia room. In some large or highly specialized hospitals,
the ICUs may be refined further for special purposes, such as for respiratory
conditions, cardiac surgery, coronary care, burn care, or neurosurgery. For
purposes of CHAMPUS, these specialized units would be considered ICUs if they
otherwise conformed to the definition of an ICU.

d. Treatment rooms. Standard treatment rooms include emergency
rooms, operating rooms, recovery rooms, special treatment rooms, and hyper-
baric chambers and all related necessary medical staff and equipment. To be
recngnized for purposes of CHAMPUS, treatment rooms must be so designated and
maintained by the hospital or other authorized institution on a continuing
basis. A treatment room set up on an intermittent or temporary basis would
not be so recognized.

e. Drugs and medicines. Drugs and medicines are included as a
supply of a hospital or other authorized institution only under the following
conditions:

(1) They represent a cost to the facility rendering treatment;

(2) They are furnished to a patient receiving treatment, and
are related directly to that treatment; and

(3) They are ordinarily furnished by the facility for the care
and.treatment of inpatients.

f. Durable medical equipment, medical supplies, and dressings.
Durable medical equipment, medical supplies, and dressings are included as
a supply of a hospital or other authorized institution only under the fol-
lowing conditions:

(1) If ordinarily furnished by the facility for the care and
treatment of patients; and

(2) If specifically related to, and in connection with, the
condition for which the patient is being treated; and

(3) If ordinarily furnished to a patient for use in the hospital
or other authorized institution (except in the case of a temporary or dispos-

able item); and
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(4) Use of durable medical equipment is limited to those items
provided while the patient is an inpatient. If such equipment is provided
for use on an outpatient basis, the provisions of section D. of this chapter

apply.

g. Transitional use items. Under certain circumstances, a tem-
porary or disposable item may be provided for use beyond an inpatient stay,
when such item is necessary medically to permit or facilitate the patient's
departure from the hospital or other authorized institution, or which may be
required until such time as the patient can obtain a continuing supply; or it
would be unreasonable or impossible from a wedical standpoint to discontinue
the patient's use of the item at the time of termination of his or her stay
as an inpatient.

h. Anesthetics and oxygen. Anesthetics and oxygen and their admini-
stration are considered a service or supply if furnished by the hospital or
other authorized institution, or by others under arrangements made by the
facility under which the billing for such services is made through the
facility.

6. Inpatient mental health services. Inpatient mental health services
are those services furnished by institutional and professional providers for
treatment of a nervous or mental disorder (as defined in Chapter 2) to a
patient admitted to a CHAMPUS-authorized acute care general hospital; a

psychiatric hospital; or, unless otherwise exempted, a special institutional
provider.

a. Criteria for determining medical or psychological necessity. In
determining the medical or psychological necessity of acute inpatient mental health
services, the evaluation conducted by the Director, OCHAMPUS (or designee) shall
consider the appropriate level of care for the patient, the intensity of services
required by the patient, and the availability of that care. The purpose of such
acute inpatient care is to stabilize a life-threatening or severely disabling
condition within the context of a brief, intensive model of inpatient care in order
to permit management of the patient's condition at a less intensive level of care.
Such care is appropriate only if the patient requires services of an intensity and
nature that are generally recognized as being effectively and safely provided only
in an acute inpatient hospital setting. In addition to the criteria set forth in
this paragraph B.6. of this chapter, additional evaluation standards, consistent
with such criteria, may be adopted by the Director, OCHAMPUS (or designee). Acute
inpatient care shall not be considered necessary unless the patient needs to be
observed and assessed on a 24-hour basis by skilled nursing staff, and/or requires
continued intervention by a multidisciplinary treatment team; and in addition, at
least one of the following criteria is determined to be met:

(1) Patient poses a serious risk of harm to self and/or others.

(2) Patient is in need of high dosage, intensive medication or
somatic and/or psychological treatment, with potentially serious side effects.

(3) Patient has acute disturbances of mood, behavior, or thinking. 0
4-12
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(4) For patients in care at the time the inpatient limit is
reached, a waiver must be requested prior to the limit. For patients being
readmitted after having received 30 or 45 days in the fiscal year, the waiver
review will be conducted at the time of the preadmission authorization.

d. Acute care day limits do not apply to services provided under the
Program for the Handicapped (Chapter 5 of this Regulation) or services provided
as partial hospitalization care.

10. Psychiatric partial hospitalization services.

a. In general. Partial hospitalization services are those services
furnished by a CHAMPUS-authorized partial hospitalization program and authorized
mental health providers for the active treatment of a mental disorder. All
services must follow a medical model and vest patient care under the general
direction of a licensed psychiatrist employed by the partial hospitalization
center to ensure medication and physical needs of dll the patients are
considered. The primary or attending provider must be a CHAMPUS authorized
mental he-lth provider, operating within the scope of his/her license. These
categories include physicians, clinical psychologists, certified psychiatric
nurse specialists, clinical social workers, marriage and family counselors,
pastoral counselors and mental health counselors. Partial hospitalization
services are covered as a basic program benefit only if they are provided in
accordance with this paragraph B.10. of this chapter.

b. Criteria for determining medical or psychological necessity of
psychiatric partial hospitalization services. Psychiatric partial
hospitalization services will be considered necessary only if all of the
following conditions are present:

(1) The patient is suffering significant impairment from a
mental disorder (as defined in Chapter 2) which interferes with age appropriate
functioning.

(2) The patient is unable to maintain himself or herself in
the community, with appropriate support, at a sufficient level of functioning to
permit an adequate course of therapy exclusively on an outpatient basis (but is
able, with appropriate support, to maintain a basic level of functioning to
permit partial hospitalization services and presents no substantial imminent risk
of harm to self or others).

(3) The patient is in need of crisis stabilization, treatment
of partially stabilized mental health disorders, or services as a transition from
an inpatient program.

(4) The admission into the partial hospitalization program is
based on the development of an individualized diagnosis and treatment plan
expected to be effective for that patient and permit treatment at a less
intensive level.

c. Preauthorization and concurrent review requirements. All
preadmission authorization and concurrent review requirements and procedures
applicable to acute mental health inpatient hospital care in paragraphs A.12.
and B. of this chapter are applicable to the partial hospitalization program,
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except that the criteria for considering medical or psychological necessity
shall be those set forth in paragraph B.10.b. of this chapter, and no emergency
admissions will be recognized.

d. Institutional benefits limited to 60 days. Benefits for
institutional services for partial hospitalization are limited to 60 treatment
days (whether a full day or partial day program) in a fiscal year or in an
admission. This limit may be extended by waiver.

e. Waiver of the 60-day partial hospitalization program limit. The
Director, OCHAMPUS (or designee) may, in special cases, waive the 60-day
partial hospitalization benefit and authorize payment for care beyond the
60-day limit.

(1) The criteria for waiver are set forth in paragraph B.10.b.
of this chapter. In applying these criteria in the context of waiver request
review, special emphasis is placed on determining whether additional days of
partial hospitalization are medically/psychologically necessary to complete
essential elements of the treatment plan prior to discharge. Consideration is
also given in cases in which a patient exhibits well-documented new symptoms or
maladaptive behaviors which have appeared in the partial hospitalization
setting requiring significant revisions to the treatment plan.

(2) The clinician responsible for the patient's care is
responsible for documenting the need for additional days and must establish an
estimated length of stay beyond the date of the 60-day limit. There must be
evidence of a coherent and specific plan for assessment, intervention and
reassessment that reasonably can be accomplished within the time frame of the
additional days of coverage requested under the waiver provisions.

(3) For patients in care at the time the partial hospitalization
program limit is reached, a waiver must be requested prior to the limit. For
patients being readmitted after having received 60 days in the fiscal year, the
waiver review will be conducted at the time of the preadmission authorization.

f. Services and supplies. The following services and supplies are
included in the per diem rate approved for an authorized partial
hospitalization program:

(1) Board. Includes use of the partial hospital facilities such
as food service, supervised therapeutically constructed recreational and social
activities, and other general services as considered appropriate by the
Director, OCHAMPUS, or a designee.

(2) Patient assessment. Includes the assessment of each
individual accepted by the facility, and must, at a minimum, consist of a
physical examination; psychiatric examination; psychological assessment;
assessment of physiological, biological and cognitive processes; developmental
assessment; family history and assessment; social history and assessment;
educational or vocational history and assessment; environmental assessment; and
recreational/activities assessment. Assessments conducted within 30 days prior
to admission to a partial program may be used if approved and deemed adequate
to permit treatment planning by the partial hospital program.

(3) Psychological testing.
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(4) Treatment services. All services, supplies, equipment and
space necessary to fulfill the requirements of each patient's individualized
diagnosis and treatment plan (with the exception of the five psychotherapy
sessions per week which may be allowed separately for individual or family
psychotherapy based upon the provisions of B.10.g. of this chapter.) All mental
health services must be provided by a CHAMPUS authorized individual professional
provider of mental health services. [Exception: PHPs that employ individuals
with master's or doctoral level degrees in a mental health discipline who do not
meet the licensure, certification and experience requirements for a qualified
mental health provider but are actively working toward licensure or certification,
may provide services within the all-inclusive per diem rate but the individual
must work under the clinical supervision of a fully qualified mental health
provider employed by the PHP.]

g. Social services required. The facility must provide an active
social services component which assures the patient appropriate living
arrangements after treatment hours, transportation to and from the facility,
arrangement of community based support services, referral of suspected child abuse
to the appropriate state agencies, and effective after care arrangements, at a
minimum.

h. Educational services required. Programs treating children and
adolescents must ensure the provision of a state certified educational component
which assures that patients do not fall behind in educational placement while
receiving partial hospital treatment. CHAMPUS will not fund the cost of
educational services separately from the per diem rate. The hours devoted to
education do not count toward the therapeutic half or full day program.

i. Family therapy required. The facility must ensure the provision of
an active family therapy treatment component which assures that each patient and
family participate at least weekly in family therapy provided by the institution
and rendered by a CHAMPUS authorized individual professional provider of mental
health services. There is no acceptable substitute for family therapy. An
exception to this requirement may be granted on a case-by-case basis by the
Director, OCHAMPUS, or designee, only if family therapy is clinically
contraindicated.

j. Professional mental health benefits limited. Professional mental
health benefits are limited to a maximum of one session (60 minutes individual, 90
minqtes family) per authorized treatment day not to exceed five sessions in any
calendar week. These may be billed separately from the partial hospitalization
per diem rate only when rendered by an attending, CHAMPUS-authorized mental health
professional who is not an employee of, or under contract with, the partial
hospitalization program for purposes of providing clinical patient care.

k. Non-mental health related medical services. Separate billing will
be allowed for otherwise covered, non-mental health related medical services.

C. PROFESSIONAL SERVICES BENEFIT

1. General. Benefits may be extended for those covered services des-
cribed in this section C., that are provided in accordance with good medicalO practice and established standards of quality by physicians or other author-
ized individual professional providers, as set forth in Chapter 6 of this
Regulation. Such benefits are subject to all applicable definitions, condi-
tions, exceptions, limitations, or exclusion as may be otherwise set forth
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in this or other chapters of this Regulation. Except as otherwise specifi-
cally authorized, to be considered for benefits under this section C., the
described services must be rendered by a physician, or prescribed, ordered,
and referred medically by a physician to other authorized individual pro-
fessional providers. Further, except under specifically defined circum-
stances, there should be an attending physician in any episode of care.
(For example, certain services of a clinical psychologist are exempt from
this requirement. For these exceptions, refer to Chapter 6.)

a. Billing practices. To be considered for benefits under this
section C., covered professional services must be performed personally by
the physician or other authorized individual professional provider, who is
other than a salaried or contractual staff member of a hospital or other
authorized institution, and who ordinarily and customarily bills on a fee-
for-service basis for professional services rendered. Such billings must be
itemized fully and sufficiently descriptive to permit CHAMPUS to determine
whether benefits are authorized by this Regulation. For continuing profes-
sional care, claims should be submitted to the appropriate CHAMPUS fiscal
intermediary at least every 30 days either by the beneficiary or sponsor,
or directly by the physician or other authorized individual professional
provider on behalf of a beneficiary (refer to Chapter 7 of this Regulation).

b. Services must be related. Covered professional services must
be rendered in connection with and directly related to a covered diagnosis
or definitive set of symptoms requiring medically necessary treatment.

2. Covered services of physicians and other authorized individual pro-
fessional providers

a. Surgery. Surgery means operative procedures, including related
preoperative and postoperative care; reduction of fractures and dislocations;
injection and needling procedures of the joints; laser surgery of the eye;
and the following procedures:

Bronchoscopy
Laryngoscopy
Thoracoscopy
Catheterization of the heart
Arteriograph thoracic lumbar
Esophagoscopy
Gastroscopy
Proctoscopy
Sigmoidoscopy
Peritoneoscopy
Cystoscopy
Colonoscopy
Upper G.I. panendoscopy
Encephalograph
Myelography
Discography
Visualization of intracranial aneurysm by intracarotid

injection of dye, with exposure of carotid artery,
unilateral
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1. Private duty (special) nursing. Benefits are available for the
skilled nursing services rendered by a private duty (special) nurse to a

beneficiary reguiring intensive skilled nursing care that can only be provided
with the technical proficiency and scientific skills of an R.N. The specific
skilled nursing services being rendered are controlling, not the condition of the
patient or the professional status of the private duty (special) nurse rendering
the services.

(1) Inpatient private duty (special) nursing services are limited
to those rendered to an inpatient in a hospital that does not have an ICU. In
addition, under specified circumstances, private duty (special) nursing in the
home setting also is covered.

(2) The private duty (special) nursing care must be ordered and
certified to be medically necessary by the attending physician.

(3) The skilled nursing care must be rendered by a private duty
(special) nurse who is neither a member of the immediate family nor is a member of
the beneficiary's household.
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(4) Private duty (special) nursing care does not, except
incidentally, include providing services that provide or support primarily the
essentials of daily living or acting as a companion or sitter.

(5) If the private duty (special) nursing care services being
performed are primarily those that could be rendered by the average adult with
minimal instruction or supervision, the services would not qualify as covered
private duty (special) nuidng services, regardless of whether performed by an
R.N., regardless of whethe, r not ordered and certified to by the attending
physician, and regardless of the condition of the patient.

(6) In order for such services to be considered for benefits, a
private duty (special) nurse is required to maintain detailed daily nursing notes,
whether the case involves inpatient nursing service or nursing services rendered
in the home setting.

(7) Claims for continuing private duty (special) nursing care shall
be submitted at least every 30 days. Each claim will be reviewed and the nursing
care evaluated whether it continues to be appropriate and eligible for benefits.

(8) In most situations involving private duty (special nursing care
rendered in the home setting, benefits will be available only for a portion of the
care, that is, providing benefits only for that time actually required to perform
medically necessary skilled nursing services. If full-time private duty (special)
nursing services are engaged, usually for convenience or to provide personal. servicps to the patient, CHAMPUS benefits are payable only for that portion of the
day during which skilled nursing services are rendered, but in no event is less
than 1 hour of nursing care payable in any 24-hour period during which skilled
nursing services are determined to have been rendered. Such situations often are
better accommodated through the use of visiting nurses. This allows the personal
services that are not coverable by CHAMPUS to be obtained at lesser cost from
other than an R.N. Skilled nursing services provided by visiting nurses are
covered under CHAMPUS.

NOTE: When the services of an R.N. are not available, benefits may be
extended for the otherwise covered services of a L.P.N. or L.V.N.

D. OTHER BENEFITS

1. General. Benefits may be extended for the allowable charge of those
other covered services and supplies described in this section D., which are
provided in accordance with good medical practice and established standards of
quality by those other authorized providers described in Chapter 6 of this
Regulation. Such benefits are subject to all applicable definitions, conditions,
limitations, or exclusions as otherwise may be set forth in this or other chapters
of this Regulation. To be considered for benefits under this section D., the
described services or supplies must be prescribed and ordered by a physician.
Other autnorized individual professional providers acting within their scope of
licensure may also prescribe
and order these services and supplies unless otherwise specified in this section
D. For example, durable medical equipment and cardiorespiratory monitors can only
be ordered by a physician.
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2. Billing practices. To be considered for benefits under this Section D.,
covered services and supplies must be provided and billed for by an authorized
provider as set forth in Chapter 6 of this Regulation. Such billing must be
itemized fully and described sufficiently, even when CHAMPUS payment is determined
under the CHAMPUS DRG-based payment system, so that CHAMPUS can determle whether
benefits are authorized by this Regulation. Except for claims subject to the
CHAMPUS DRG-based payment system, whenever continuing charges are involved, claims
should be submitted to the appropjriate CHAMPUS tiscal intermediary at least every
30 days (monthly) either by the beneficiary or sponsor or directly by the
provider. For claims subject to the CHAMPUS DRG-based payment system, claims may
be submitted only after the beneficiary has been discharged or transferred from
the hospital.

3. Other covered services and supplies

a. Blood. It whole blood or plasma (or its derivatives) are provided

and billed for by an authorized institution in connection with covered treatment,
benefits are extended as set forth in section B. of this chapter. If blood is
billed for directly to a beneficiary, benefits may be extended under this section
D. in the same manner as a medical supply.

b. Durable medical equipment

(1) Scope of benefit. Subject to the exceptions in paragraphs (2)

and (3) below, only durable medical equipment (DME) which is ordered by a
physician for the specific use of the beneficiary, and which complies with the
definition of "Durable Medical Equipment" in Chapter 2 of this Regulation, and
which is not otherwise excluded by this Regulation qualifies as a Basic Program
benefit.

(2) Cardiorespiratory monitor exception.

(a) When prescribed by a physician who is otherwise eligible as a
CHAMPUS individual professional provider, or who is on active duty with a United
States Uniformed Service, an electronic cardiorespiratory monitor, including
technical support necessary for the proper use of the monitor, may be cost-shared
as durable medical equipment when supervised by the prescribing physician for
in-home use by:

1 An infant beneficiary who has had an apparent
life-threatening event, as defined in guidelines issued by the Director, OCHAMPUS,
or a designee, or,

2 An infant beneficiary who is a subsequent or multiple birth
biological sibling of a victim of sudden infant death syndrome (SIDS). or,

3 An infant beneficiary whose birth weight
was 1,500 grams ot less, or,

4 An infant beneficiary who is a pre-term infant with
pathologic apnea, as defined in guidelines issued by the Director, OCHAMPUS, or a
designee, or,
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(3) Newborn patient in his or her own right. When a newborn infant
remains as an inpatient in his or her own right (usually after the mother is
discharged), the newborn child becomes the beneficiary and patient and the
extended inpatient stay becomes a separate inpatient admission. In such a
situation, a new, separate inpatient cost-sharing amount is applied. If a multiple
birth is involved (such as twins or triplets) and two or more newborn infants
become patients in their own right, a separate inpatient cost-sharing amount must
be applied to the inpatient stay for each newborn child who has remained as an
inpatient in his or her own right.

c. Outpatient _cost-sharing. Dependents of active duty members of the
Uniformed Services or their sponsors are responsible for payment of 20 percent of
the CHAMPUS-determined allowable cost or charge beyond the annual fiscal year
deductible amount (as described in paragraph F.2.a. of this chapter) for otherwise
covered services or supplies provided on an outpatient basis by authorized
providers.

d. Ambulatorv surgery. Notwithstanding the above provisions pertaining
to outpatient cost-sharing, dependents of active duty members of the Uniformed
Services or their sponsors are responsible for payment of $25 for surgical care
that is authorized and received while in an outpatient status and that has been
designated in guidelines issued by the Director, OCHAMPUS, or a designee.

e. Psychiatricpartial hospitalization services. Institutional and
professional services provided under the psychiatric partial hospitalization
program authorized by paragraph B.10. of this chapter shall be cost-shared as
inpatient services.

3. Retirees, dependents of retiree,_deApendents of deceased active duty
members, and dependents of deceased retirees. CHAMPUS beneficiary liability
set forth for retirees, dependents of retirees, dependents of deceased active
duty members, and dependents of deceased retirees is as follows:

a. Annual fiscal year deductible for outpatient services or sup-
plies. The annual fiscal year deductible for otherwise covered outpatient
services or supplies proviCPd retirees, dependents of retirees, dependents of
deceased active duty members, and dependents of deceased retirees, is the same as
the annual fiscal year outpatient deductible applicable to dependents of active
duty members of rank E-5 or above (refer to paragraph F.2.a.(1) or (2) of this
chapter).

b. In-,tient cost-sharing. Cost-sharing amounts for inpatient
services shall be as follows:

(1) Services subject to the CHAMPUS DRG-based paymentsystem. The
cost-share shall be the lesser of an amount calculated by multiplying a per diem
amount for each day of the hospital stay except the day of discharge or 25 percent
of the hospital's billed charges. The per diem amount shall be calculated so that
total cost-sharing amounts for these beneficiaries is equivalent to 25 percent of
the CHAMPUS-determined allowable costs for covered services or supplies plovided
on an inpatient basis by authorized providers. The per diem amount shall be

published annually by CHAMPUS.

(2) Services subject to the mental health per diem payment system.
The cost-share is dependent upon whether the hospital is paid a hospital-specific
per diem or a regional per diem under the provisions of subsection A.2. of Chapter
14. With resppct to, 'are paid for or the basis of a hospital-specific pet diem,
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the cost-share shall be 25Z of the hospital-specific per diem amount. For care
paid for on the basis of a regional per diem, the cost share shall be the lower of
a fixed daily amount or 25Z of the hospital's billed charges. The fixed daily
amount shall be 25Z of the per diem adjusted so that total beneficiary cost-shares

will equal 25Z of total payments under the mental health per diem payment system.
This fixed daily amount shall be updated annually and published in the Federal
Register along with the per diems published pursuant to subparagraph A.2.d.(2) of
Chapter 14.

(3) Other services. For services exempt from the CHAMPUS DRG-based
payment system and the CHAMPUS mental health per diem payment system and services
provided by institutions other than hospitals, the cost-share shall be 25Z of the
CHAMPUS-determined allowable charges.

c. Outpatient cost-sharing. Retirees, dependents of retirees, depen-
dents of deceased active duty members, and dependents of deceased retirees are
responsible for payment of 25 percent of the CHAMPUS-determined allowable costs or
charges beyond the annual fiscal year deductible amount (as described in paragraph
F.2.a. of this chapter) for otherwise covered services or supplies provided on an
outpatient basis by authorized providers.

d. Psychiatric partial hospitalization services. Institutional and
professional services provided under the psychiatric partial hospitalization

program authorized by paragraph B.10. of this chapter shall be cost-shared as
inpatient services.

4. Former spouses. CHAMPUS beneficiary liability set forth for former
spouses eligibie under the provisions of paragraph B.2.b. of Chapter 3 is as
follows:

a. Annual fiscal year deductible for outpatient services or supplies.
An eligible former spouse is responsible for the payment of the first $150 of the
CHAMPUS-determined reasonable costs or charges for otherwise covered outpatient
services or supplies provided in any one fiscal year. (Except for services re-
ceived prior to April 1, 1991, the deductible amount is $50.00). The former
spouse cannot contribute to, nor benefit from, any family deductible of the member
or former member to whom the former spouse was married or of any CHAMPUS-eligible

children.

b. Inpatient cost-sharing. Eligible former spouses are responsible for
the payment of cost-sharing amounts the same as those required for retirees,
dependents of retirees, dependents of deceased active duty members, and dependents
of deceased retirees.

c. Outpatient cost-sharing. Eligible former spouses are responsible
for payment of 25 percent of the CHAMPUS-determined reasonable costs or charges
beyond the annual fiscal year deductible amount for otherwise covered services or
supplies provided on an outpatient basis by authorized providers.

5. Cost-Sharing under the Military-Civilian Health Services Partnership
Program. Cost-sharing is dependent upon the type of partnership program entered
into, whether external or internal. (See section P. of Chapter 1, for general
requirements of the Military-Civilian Health Services Partnership Program.)

a. External Partnership Agreement. Authorized costs associated with the
use of the civilian facility will be financed through CHAMPUS under the normal
cost-sharing and reimbursement procedures applicable under CHAMPUS.
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NOTE: An infirmary in a boarding school also may qualify under this
provision, subject to review and approval by the Director,
OCHAMPUS, or a designee.

j. Other special institutional providers.

(1) General

(a) Care provided by certain special institutional providers
(on either an inpatient or outpatient basis), may be cost-shared by CHAMPUS under
specified circumstances and only if the provider is specifically identified in
this paragraph B.4.j.

1 The course of treatment is prescribed by a doctor of
medicine or osteopathy.

2 The patient is under the supervision of a physician
during the entire course of the inpatient admission or the outpatient treatment.

3 The type and level of care and service rendered by the
institution are otherwise authorized by this Regulation.

4 The facility meets all licensing or other
certification requirements that are extant in the jurisdiction in which the
facility is located geographically.

5 Is other than a nursing home, intermediate care

facility, home for the aged, halfway house, or other similar institution.

6 Is accredited by the JCAHO or other CHAMPUS-approved
accreditation organization, if an appropriate accreditation program for the given
type of facility is available. As future accreditation programs are developed to
cover emerging specialized treatment programs, such accreditation will be a
prerequisite to coverage by CHAMPUS for services provided by such facilities.

(b) To ensure that CHAMPUS beneficiaries are provided quality
care at a reasonable cost when treated by a special institutional provider, the
Director, OCHAMPUS, or a designee, will retain the right to:

i 1 Require prior approval of all admissions to special
institutional providers.I

p i i d o 2 Set appropriate standards for special institutional
providers in addition to or in the absence of JCAHO accreditation.

3 Monitor facility operations and treatment programs on
a continuing basis and conduct onsite inspections on a scheduled and unscheduled
basis.

0
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4 Negotiate agreements of participation.

5 Terminate approval of a case when it is ascertained that
a departure from the facts upon which the admission was based originally has
occurred.

6 Declare a special institutional provider not eligible
for CHAMPUS payment if that facility has beeLl found to have engaged in fraudulent or
deceptive practices.

(c) In general, the following disclaimers apply to treatment by
special institutional providers:

1 Just because one period or episode of treatment by a
facility has been covered by CHAMPUS may not be construed to mean that later
episodes of care by the same or similar facility will be covered automatically.

2 The fact that one case has been authorized for treatment
by a specific facility or similar type of facility may not be construed to mean that
similar cases or later periods of treatment will be extended CHAMPUS benefits
automatically.

(2) Types of providers. The following is a list of facilities that |
have been designated specifically as special institutional providers.

(a) Free-standing ambulatory surgical centers. Care provided by
freestanding ambulatory surgical centers may be cost-shared by CHAMPUS under the
following circumstances:

1 The treatment is prescribed and supervised by a
physician.

2 The type and level of care and services rendered by the
center are otherwise authorized by this Regulation.

3 The center meets all licensing or other certification
requirements of the jurisdiction in which the facility is located.

4 The center is accredited by the JCAHO, the Accreditation
Association for Ambulatory Health Care, Inc. (AAAHC), or such other standards as
authorized by the Director, OCHAMPUS.

5 A childbirth procedure provided by a CHAMPUS-approved
free-standing ambulatory surgical center shall not be cost-shared by CHAMPUS unless
the surgical center is also a CHAMPUS-approved birthing center institutional
provider as established by the birthing center provider certification requirement of
this Regulation.
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. 1 (b) PFTH facilities. Special institutional providers also
include facilities that seek approval to provide care authorized under the PFTH.
(Refer to Chapter 5 of this Regulation.)

(c) Substance use disorder rehabilitation facilities. In order
to be authorized under CHAMPUS as a provider of substance use detoxification,
rehabilitative services, outpatient treatment, and family therapy, substance use
rehabilitation facilities, both freestanding facilities and hospital-based
facilities, shall operate primarily for the purpose of providing treatment of
substance use disorders (on either an inpatient (including partial care) or an
outpatient basis) and shall meet the following criteria:

1 The course of treatment shall be prescribed by and
supervised by a qualified mental health provider (refer to Chapter 4, paragraph
C.3.i.) practicing within the scope of his or her license. When indicated by the
patient's physical status, the patient shall be under the general supervision of a
physician.

2 The type and level of care provided by the facility are
otherwise authorized by this Regulation.

3 The facility shall meet all licensing and other
certification requirements of the jurisdiction in which the facility is located.

4 The facility shall be accredited by and shall remain in
substantial compliance with standards issued by either the Joint Commission on
Accreditation of Healthcare Organizations under the Consolidated Standards Manual,
or the Commission Accreditation of Rehabilitation Facilities (CARF) or shall meet
such other requirements as the Director, OCHAMPUS, finds necessary in the interest
of the health and safety of the individuals who are furnished services in the
facility.

5 The facility shall have entered into a participation
agreement with OCHAMPUS within which the facility agrees, in part, to:

aAccept payment for its services based on an
allowable-cost rate acceptable to the Director, OCHAMPUS, or such other method as
determined by the Director, OCHAMPUS;

b Furnish OCHAMPUS with cost data certified to by an
independent accounting firm or other agency as authorized by the Director, OCHAMPUS;

c Accept the CHAMPUS-determined rate as payment in full
and to collect from the CHAMPUS beneficiary those amounts that represent the
beneficiary's liability, as defined in Chapter 4, and charges for services and
supplies that are not a benefit of CHAMPUS;

0
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d Make all reasonable efforts acceptable to the Director,
OCHAMPUS, to collect those amounts which represent the beneficiary's liability, as
defined in Chapter 4;

e Permit access by the Director, OCHAMPUS, to clinical
records of CHAMPUS beneficiaries and to the financial and organizational records of
the facility;

f Comply with the provisions of Chapter 8, and to submit
claims first to all health insurance coverage to which the beneficiary is entitled
that is primary to CHAMPUS.

6 The substance use rehabilitation facility shall not be
considered to be a CHAMPUS-authorized provider and CHAMPUS benefits shall not be
paid for services provided by the substance use rehabilitation facility until the
date the participation agreement is signed by the Director, OCHAMPUS, or a designee.

7 The substance use rehabilitation facility is not
designated by the Health Care Financing Administration as an alcohol and drug abuse
hospital for purposes of applicability of the Medicare prospective payment system.

8 At a minimum, medical records will be maintained in
accordance with the JCAHO Consolidated Standard Manual for Child, Adolescent, and
Adult Psychiatric, Alcoholism, and Drug Abuse Facilities and Facilities Serving
the Mentally Retarded, along with the requirements set forth in Section
199.7(b)(3). The alcohol rehabilitation facility is responsible for assuring that
patient services and all treatment are accurately documented and completed in a
timely manner.

k. Birthing centers. A birthing center is a freestanding or
institution-affiliated outpatient maternity care program which principally
provides a planned course of outpatient prenatal care and outpatient
childbirth service limited to low-risk pregnancies; excludes care for
high-risk pregnancies; limits childbirth to the use of natural childbirth
procedures; and provides immediate newborn care.

(1) Certification requirements. A birthing center which
meets the following criteria may be designated as an authorized CHAMPUS
institutional provider:

(a) The predominant type of service and level of
care rendered by the center is otherwise authorized by this Regulation.

(b) The center is licensed to operate as a birthing
center where such license is available, or is specifically licensed as a
type of ambulatory health care facility where birthing center specific
license is not available, and meets all applicable licensing or
certification requirements that are extant in the state, county,
municipality, or other political jurisdiction in which the center is
located.

0
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(i) Professional staff. The center's professional staff is
legally and professionally qualified for the performance of their professional
responsibilities.

(j) Medical records. The center maintains full and complete
written documentation of the services rendered to each woman admitted and each
newborn delivered. A copy of the informed consent document required by subparagraph
(c), above, which contains the original signature of the CHAMPUS beneficiary, signed
and dated at the time of admission, must be maintained in the medical record of each
CHAMPUS beneficiary admitted.

(k) Quality assurance. The center has an organized program for
quality assurance which includes, but is not limited to, written procedures for
regularly scheduled evaluation of each type of service provided, of each mother or
newborn transferred to a hospital, and of each death within the facility.

(1) Governance and administration. The center has a governing
body legally responsible for overall operation and maintenance of the center and a
full-time employee who has authority and responsibility for the day-to-day operation
of the center.

i. Psychiatric partial hospitalization programs. Psychiatric partial
hospitalization programs must be either a distinct part of an otherwise authorized
institutional provider or a freestanding program. The treatment program must be
under the general direction of a psychiatrist employed by the partial
hospitalization program to ensure medication and physical needs of all the patients
are considered. The primary or attending provider must be a CHAMPUS authorized
mental health provider, operating within the scope of his/her license. These
categories include physicians, clinical psychologists, certified psychiatric nurse
specialists, clinical social workers, marriage and family counselors, pastoral
counselors and mental health counselors. CHAMPUS reimbursement is limited to
programs complying with all requirements of Chapter 4, paragraph B.1O. In addition,
in order for a partial hospitalization program (PHP) to be authorized, the PHP
shall comply with the following requirements:

(1) The PHP shall comply with the CHAMPUS Standards for Partial
Hospitalization Programs and Facilities, as promulgated by the Director, OCHAMPUS.

(2) The PHP shall be specifically accredited by and remain in
substantial compliance with standards issued by the Joint Commission on
Accreditation of Healthcare Organizations under the Mental Health Manual (formerly
the Consolidated Standards). NOTE: A one-time grace period is being allowed not
to exceed April 1, 1994 for this provision only if the provider is already
accredited under the JCAHO he'Dital standards. The provider must agree not to
accept any new admissions for _dAMPUS patients for care beyond April 1, 1994, if
accreditation and substantial compliance with the Mental Health Manual standards
have not been obtained by that date.

(3) The PHP shall be licensed as a partial hospitalization program
to provide PHP services within the applicable jurisdiction in which it operates.

(4) The PHP shall accept the CHAMPUS-allowable partial
hospitalization program rate, as provided in Chapter 14, paragraph A.2.i., as
payment in full for services provided.
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(5) The PHP shall comply with all requirements of this section
applicable to institutional providers generally concerning preauthorization,
concurrent care review, claims processing, beneficiary liability, double coverage,
utilization and quality review and other matters.

(6) The PHP must be fully operational and treating patients for a
period of at least six months (with at least 30 percent minimum patient census)
before an application for approval may be submitted. The PHP shall not be
considered a CHAMPUS-authorized provider nor may any CHAMPUS benefits be paid to
the facility for any services provided prior to the date the facility is approved
by the Director, OCHAMPUS, or designee.

(7) All mental health services must be provided by a
CHAMPUS-authorized mental health provider. [Exception: PHPs that employ
individuals with master's or doctoral level degrees in a mental health discipline
who do not meet the licensure, certification and experience requirements for a
qualified mental health provider but are actively working toward licensure or
certification, may provide services within the all-inclusive per diem rate but the
individual must work under the clinical supervision of a fully qualified mental
health provider employed by the PHP.] All other program services shall be provided
by trained, licensed staff.

(8) The PHP shall ensure the provision of an active family therapy
treatment component which assures that each patient and family participate at least
weekly in family therapy provided by the institution and rendered by a CHAMPUS
authorized mental health provider.

(9) The PHP must have a written agreement with at least one backup
CHAMPUS-authorized hospital which specifies that the hospital will accept any and
all CHAMPUS beneficiaries transferred for emergency mental health or
medical/surgical care. The PHP must have a written emergency transport agreement
with at least one ambulance company which specifies the estimated transport time to
each backup hospital.

(10) The PHP shall enter into a- participation agreement with the
Director, OCHAMPUS, which shall include but which shall not be limited to the
following provisions:

(a) The PHP agrees not to bill the beneficiary for services in
excess of the cost-share or services for which payment is disallowed for failure to
comply with requirements for preauthorization or concurrent care review.

(b) The PHP agrees not to bill the beneficiary for services
excluded on the basis of Chapter 4, paragraphs G.l. (not medically necessary), G.3.
(inappropriate level of care) or G.7. (custodial care), unless the beneficiary has
agreed in writing to pay for the care, knowing the specific care in question had
been determined noncovered by CHAMPUS. (A general statement signed at admission as
to financial liability does not fulfill this requirement.)

C. INDIVIDUAL PROFESSIONAL PROVIDERS OF CARE

1. General. Individual professional providers of care are those providers who
bill for their services on a fee-for-service basis and are not employed or
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. contracted with by an institutional provider. This category also includes those
individuals who have formed professional corporations or associations qualifying as
a domestic corporation under section 301.7701-5 of the Internal Revenue Service
Regulations (reference (cc)). Such individual professional providers must be
licensed or certified by the local licensing or certifying agency for the
jurisdiction in which the care is provided; or in the absence of state
licensure/certification, be a member of or demonstrate eligibility for full
clinical membership in, the appropriate national or professional certifying
association that sets standards for the profession of which the provider is a
member. Services provided must be in accordance with good medical practice and
prevailing standards of quality of care and within recognized utilization norms.

a. Licensing/Certification required, scope of license. Otherwise covered
services shall be cost-shared only if the individual professional provider holds a
current, valid license or certification to practice his or her profession in the
jurisdiction where the service is rendered. Licensure/certification must be at the
full clinical practice level. The services provided must be within the scope
of the license, certification or other legal authorization. Licensure or
certification is required to be a CHAMPUS authorized provider if offered in the
jurisdiction where the service is rendered, whether such licensure or certification
is required by law or provided on a voluntary basis. The requirement also applies
for those categories of providers that would otherwise be exempt by the state
because the provider is working in a non-profit, state-owned or church setting.
Licensure/certification is mandatory for a provider to become a CHAMPUS-authorized
provider.
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b. Monitoring required. The Director, OCHAMPUS, or a designee, shall
develop appropriate monitoring programs and issue guidelines, criteria, or norms
necessary to ensure that CHAMPUS expenditures are limited to necessary medical
supplies and services at the most reasonable cost to the government and
beneficiary. The Director, OCHAMPUS, or a designee, also will take such steps as
necessary to deter overutilization of services.

c. Christian Science. Christian Science practitioners and Christian
Science nurses are authorized to provide services under CHAMPUS. Inasmuch as they
provide services of an extramedical nature, the general criteria outlined above do
not apply to Christian Science services (refer to subparagraph C.3.d.(2), below,
regarding services of Christian Science practitioners and nurses).

d. Physician referral and supervision. Physician referral and
supervision is required for the services of paramedical providers as listed in
subparagraph C.3.c.8. and for marriage and family counselors, pastoral counselors,
and mental health counselors. Physician referral means that the physician must
actually see the patient, perform an evaluation, and arrive at an initial diagnostic
impression prior to referring the patient. Documentation is required of the
physician's examination, diagnostic impression, and referral. Physician supervision
means that the physician provides overall medical management of the case. The
physician does not have to be physically located on the premises of the provider to
whom the referral is made. Communication back to the referring physician is an
indication of medical management.

e. Medical records: Individual professional providers must maintain
adequate clinical records to substantiate that specific care was actually
furnished, was medically necessary, and appropriate, and identify(ies) the
individual(s) who provided the care. This applies whether the care is
inpatient or outpatient. The minimum requirements for medical record
documentation are set forth by the following:

(1) The cognizant state licensing authority;

(2) The Joint Commission on Accreditation of Healthcare
Organizations, or other health care accreditation organizations as may be
appropriate;

(3) Standards of practice established by national medical
organizations; and

(4) This Regulation.

2. Interns and residents. Interns and residents may not be paid directly by
CHAMPUS for services rendered to a beneficiary when their services are provided as
part of their employment (either salaried or contractual) by a hospital or other
institutional provider.
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S(a) Psychiatric admission evaluation report within 24 hours of
admiss ion.

(b) History and physical examination within 24 hours of
admission; complete report documented within 72 hours for acute and residential
programs and within 3 working days for partial programs.

(c) Individual and family therapy notes within 24 hours of
procedure for acute, detoxification and Residential Treatment Center (RTC) programs
and within 48 hours for partial programs.

(d) Preliminary treatment plan within 24 hours of admission.

(e) Master treatment plan within 5 calendar days of admission
for acute care, 10 days for RTC care, 5 days for full-day partial programs and
within 7 days for half-day partial programs.

(f) Family assessment report within 72 hours of admission for
acute care and 7 days for RTC and partial programs.

(g) Nursing assessment report within 24 hours of admission.

(h) Nursing notes at the end of each shift for acute and
detoxification programs; every ten visits for partial hospitalization; and at least
once a week for RTCs.

(i) Daily physician notes for intensive treatment,
detoxification, and rapid stabilization programs; twice per week for acute
programs; and once per week for RTC and partial programs.

(j) Group therapy notes once per week.

(k) Ancillary service notes once per week.

NOTE: A pattern of failure to meet the above criteria may result in
provider sanctions prescribed under Chapter 9 of the Regulation.

4. Double coverage information. When the CHAMPUS beneficiary is eligible
for medical benefits coverage through another plan, insurance, or program,
either private or Government, the following information must be provided:

a. Name of other coverage. Full name and address of double coverage
plan, insurance, or program (such as Blue Cross, Medicare, commercial insurance, and
state program).

b. Source of double coverage. Source of double coverage (such as
employment, including retirement, private purchase, membership in a group, and
law).
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c. Empl er information. If source of double coverage is employment,

give name and address of employer.

d. Identification number. Identification number or group number of
other coverage.

5. Right to additional information

a. As a condition precedent to the cost-sharing of benefits under this
Regulation or pursuant to a review or audit, whether the review or audit is
prospective, concurrent, or retroactive, OCHAMPUS or CHAMPUS contractors may
request, and shall be entitled to receive, information from a physician or
hospital or other person, institution, or organization (including a local, state,
or Federal Government agency) providing services or supplies to the beneficiary
for whom claims or requests for approval for benefits are submitted. Such
information and records may relate to the attendance, testing, monitoring,
examination, diagnosis, treatment, or services and supplies furnished to a
beneficiary and, as such, shall be necessary for the accurate and efficient
administration of CHAMPUS benefits. This may include requests for copies of all
medical records or documentation related to the episode of care. In addition,
before a determination on a request for preauthorization or claim of benefits is
made, a beneficiary, or sponsor, shall provide additional information relevant to
the requested determination, when necessary. The recipient of such information
shall hold such records confidential except when:

(1) Disclosure of such intormation is authorized specifically
by the beneficiary;

(2) Disclosure is necessary to permit authorized governmental
officials to investigate and prosecute criminal actions; or

(3) Disclosure is authorized or required specifically under the
terms of DoD Directives 5400.7 and 5400.11, the Freedom of Information Act,
and the Privacy Act (references (i), (j), and (k)) (refer to section M. of
Chapter 1 of this Regulation).

b. For the purposes of determining the applicability of and
implementing the provisions of Chapters 8 and 9, or any provision of similar
purpose of any other medical benefits coverage or entitlement, OCHAMPUS or
CHAMPUS fiscal intermediaries, without consent or notice to any beneficiary
or sponsor, may release to or obtain from any insurance company or other
organization, governmental agency, provider, or person, any information with
respect to any beneficiary when such release constitutes a routine use duly
published in the Federal Register in accordance with the Privacy Act.

c. Before a beneficiary's claim of benefits is adjudicated, the
beneficiary or the provider(s) must furnish to CHAMPUS that information which is
necessary to make the benefit determination. Failure to provide the requested
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notice in accordance with procedures established by the Director, OCHAMPUS,
or a designee.

g. Leave days. CHAMPUS shall not pay for days where the patient
is absent on leave from the specialty psychiatric hospital or unit. The
hospital must identify these days when claiming reimbursement. CHAMPUS shall
not count a patient's leave of absence as a discharge in determining whether
a facility should be classified as a higher volume hospital pursuant to
paragraph A.2.e. of this chapter.

h. Exemptions from the CHAMPUS mental health per diem payment

system. The following providers and procedures are exempt from the CHAMPUS
mental health per diem payment system.

£ (1) Non-specialty providers. Providers of inpatient care
- which are not either psychiatric hospitals or psychiatric specialty units as

4 described in subparagraph A.2.a.(1) of this chapter are exempt from the
CHAMPUS mental health per diem payment system. Such providers should refer
to subsection A.I. of this chapter for provisions pertinent to the CHAMPUS
DRG-based payment system.

(2) DRG 424. Admissions for operating room procedures
involving a principal diagnosis of mental illness (services which group into
DRG 424) are exempt from the per diem payment system. They will be
reimbursed pursuant to the provisions of subsection A.3. of this chapter.

(3) Non-mental health services. Admissions for
non-mental health procedures in specialty psychiatric hospitals and units are
exempt from the per diem payment system. They will be reimbursed pursuant to
the provisions of subsection A.3. of this chapter.

(4) Sole community hospitals. Any hospital which has

qualified for special treatment under the Medicare prospective payment system
as a sole community hospital and has not given up that classification is
exempt.

(5) Hospitals outside the U.S. A hospital is exempt if

it is not located in one of the 50 states, the District of Columbia or Puerto
Rico.

i. Per diem payment for psychiatric partial hospitalization

services.

(1) In general. Psychiatric partial hospitalization

services authorized by Chapter 4, paragraph B.10. and provided by
institutional providers authorized under Chapter 6, paragraph B.4.1., are
reimbursed on the basis of prospectively determined, all-inclusive per diem
rates. The per diem payment amount must be accepted as payment in full for
all institutional services provided, including board, routine nursing
services, ancillary services (includes art, music, dance, occupational and
other such therapies), psychological testing and assessments, overhead andO any other services for which the customary practice among similar providers
is included as part of the institutional charges.
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(2) Services which may be billed separately. The
following services are not considered as included within the per diem payment
amount and may be separately billed when provided by an authorized
independent professional provider:

(a) Psychotherapy sessions not included.
Professional services provided by an authorized professional provider (who is
not employed by or under contract with the partial hospitalization program)
for purposes of providing clinical patient care to a patient in the partial
hospitalization program are not included in the per diem rate. They may be
separately billed. Professional mental health benefits are limited to a
maximum of one session (60 minutes individual, 90 minutes family, etc.) per
authorized treatment day not to exceed five sessions in any calendar week.

(b) Non-mental health related medical services.
Those services not normally included in the evaluation and assessment of a
partial hospitalization program, non-mental health related medical services,
may be separately billed when provided by an authorized independent
professional provider. This includes ambulance services when medically
necessary for emergency transport.

(3) Per diem rate. For any full day partial
hospitalization program (minimum of 6 hours), the maximum per diem payment
amount is 40 percent of the average inpatient per diem amount per case paid
to both high and low volume psychiatric hospitals and units (as defined in
Chapter 14, A.2.) by Federal census region during fiscal year 1990. The
average will be based upon CHAMPUS claims processed to completion during the
above period and updated to the current year using the same factors as used
under the CHAMPUS mental health per diem reimbursement system (as described
in Chapter 14, A.2.). A partial hospitalization program of less than 6 hours
(with a minimum of three hours) will be paid a per diem rate of 75 percent of
the rate for full-day program.

(4) Other requirements. No payment is due for leave
days, for days in which treatment is not provided, or for days in which the
duration of the program services was less than three hours.

3. Billed charges and set rates. The allowable costs for authorized
care in all hospitals not subject to the CHAMPUS DRG-based payment system or
the CHAMPUS mental health per diem payment system shall be determined on the
basis of billed charges or set rates. Under this procedure the allowable
costs may not exceed the lower of:

a. The actual charge for such service made to the general public;
or

b. The allowed charge applicable to the policyholders or
subscribers of the CHAMPUS fiscal intermediary for comparable services under
comparable circumstances, when extended to CHAMPUS beneficiaries by consent
or agreement; or

c. The allowed charge applicable to the citizens of the community
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or state as established by local or state regulatory authority, excluding
title XIX of the Social Security Act or other welfare program, when extended
to CHAMPUS beneficiaries by consent or agreement.

4, CHAMPUS discount rates. The CHAMPUS-determined allowable cost for
authorized care in any hospital may be based on discount rates established
under section I. of this chapter.

B. SKILLED NURSING FACILITIES (SNFs)

The CHAMPUS-determined allowable cost for reimbursement of a SNF shall be
determined on the same basis as for hospitals which are not subject to the
CHAMPUS DRG-based payment system.

C. REIMBURSEMENT FOR OTHER THAN HOSPITALS AND SNFs

The Director, OCHAMPUS, or a designee, shall establish such other methods
of determining allowable cost or charge reimbursement for those institutions,
other than hospitals and SNFs, as may be required.

D. REIMBURSEMENT OF FREESTANDING AMBULATORY SURGICAL CENTERS

Authorized care furnished by freestanding ambulatory surgical centers
shall be reimbursed on the basis of the CHAMPUS-determined reasonable cost.

E. REIMBURSEMENT OF BIRTHING CENTERS

1. Reimbursement for maternity care and childbirth services furnished
by an authorized birthing center shall be limited to the lower of the CHAMPUS
established all-inclusive rate or the center's most-favored all-inclusive
rate.

2. The all-inclusive rate shall include the following to the extent
that they are usually associated with a normal pregnancy and childbirth:
laboratory studies, prenatal management, labor management, delivery,
post-partum management, newborn care, birth assistant, certified
nurse-midwife professional services, physician professional services, and the
use of the facility.

3. The CHAMPUS established all-inclusive rate is equal to the sum of
the CHAMPUS area prevailing professional charge for total obstetrical care
for a normal pregnancy and delivery and the sum of the average CHAMPUS
allowable institutional charges for supplies, laboratory, and delivery room
for a hospital inpatient normal delivery. The CHAMPUS established
all-inclusive rate areas will coincide with those established for prevailing
professional charges and will be updated concurrently with the CHAMPUS area
prevailing professional charge database.

4. Extraordinary maternity care services, when otherwise authorized,
may be reimbursed at the lesser of the billed charge or the CHAMPUS allowable
charge.
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on a case-by-case basis if requested by the CHAMPUS beneficiary (or sponsor)
involved. A decision by the Director to waive or not waive the limit ip u any
particular case is not subject to the appeal and hearing procedures of Chapter
10., of this regulation.

b. Prevailing charge level.

(1) Beginning in calendar year 1992, the prevailing charge level
shall be calculated on a national basis.

(2) The national prevailing charge level referred to in paragraph
G.l.b.(l) of this section is the level that does not exceed the amount
equivalent to the 80th percentile of billed charges made for similar services
during the base period. The 80th percentile of charges shall be determined on
the basis of statistical data and methodology acceptable to the Director,
OCHAM4PUS (or a designee).

(3) For purposes of paragraph G.l.b.(2) of this section, the base
period shall be a period of 12 calendar months and shall be adjusted once a
year, unless the Director, OCHAMPUS determines that a different period for
adjustment is appropriate and publishes a notice to that effect in the Federal
Register.

c. A pr Priate charge level. Beginning in calendar year 1992, the
appropriate charge level for each procedure is the product of the two-step
process set forth in paragraphs G.l.(c)(1) and (2) of this Chapter. This
process involves comparing the prior year's CMAC with the fully phased in
Medicare fee. For years after the Medicare fee has been fully phased in, the
comparison shall be to the current Medicare fee. For any particular procedure
for which comparable Medicare fee and CHAMPUS data are unavailable, but for
which alternative data are available that the Director, OCHAMPUS (or designee)
determines provide a reasonable approximation of relative value or price, the
comparison may be based on such alternative data.

(1) Step 1: prgoedures classified. All procedures are
classified into one of three categories, as follows:

(a) ryerpjriced preprpcedures. These are the procedures for
which the prior year's national CMAC exceeds the Medicare fee.

(b) Other procedures. These are procedures subject to the
allowable charge method that are not included in either the overpriced
procedures group or the underpriced procedures group.

(c) Underpriced procedures. These are the procedures for
which the prior year's national CMAC is less than the Medicare fee.

(2) Step 2: calculating appropriatesharge level". For each
year, appropriate charge levels will be calculated by adjusting the prior
year's CMAC as follows:
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"(a) For overpriced procedures, the appropriate charge level
for each procedure shall be the prior year's CMAC, reduced by the lesser of:
the percentage by which it exceeds the Medicare fee or fifteen percent.

(b) For other procedures, the appropriate charge level for
each procedure shall be the same as the prior year's CMAC.

(c) For underpriced procedures, the appropriate charge
level for each procedure shall be the prior year's CMAC, increased by the
lesser of: the percentage by which it is exceeded by the Medicare fee or the
Medicare Economic Index.

c. Special rule for cases in which the CHAMPUS appropriate charge was
prematurely reduced. In any case in which a recalculation of the Medicare fee
results in a Medicare rate higher than the CHAMPUS appropriate charge for a
procedure that had been considered an overpriced procedure, the reduction in
the CHAMPUS appropriate charge shall be restored up to the level of the
recalculated Medicare rate.

d. Calculating CHAMPUS Maximum Allowable Charge levels for
localities.

(1) In general. The national CHAMPUS Maximum Allowable Charge
level for each procedure will be adjusted for localities using the same (or
siiM1ar) geographical areas and the same geographic adjustment factors as are
used for determining allowable charges under Medicare.

(2) Special locality-based phase-in provision.

(a) In general. Beginning with the recalculation of CMACs
for calendar year 1993, the CMAC in a locality will not be less than 72.25
percent of the maximum charge level in effect for that locality on December 31,
1991. For recalculations of CMACs for calendar years after 1993, the CMAC in a
locality will not be less than 85 percent of the CMAC in effect for that
locality at the end of the prior calendar year.

(b) Exception. The special locality-based phase-in
provision established by Section G.l.d.(2)(a) of this Chapter shall not be
applicable in the case of any procedure code for which there were not CHAMPUS
claims in the locality accounting for at least 50 services.

(3) Special locality-based waivers of reductions to assure adequate
access to care. Beginning with the recalculation of CMACs for calendar year
1993, in the case of any procedure classified as an overpriced procedure
pursuant to section G.l.c.(l)(a) of this Chapter, a reduction in the CMAC in a
locality below the level in effect at the end of the previous calendar year
that would otherwise occur pursuant to sections G.l.c., and G.l.d., of this
Chapter may be waived pursuant to this section G.l.c.(3).

(a) Waiver based on balance billinr__aýtes. Except as provided
in section G.l.d.(3)(b) of this Chapter such a reduction will be waived if
there has been excessive balance billing in the locality for the procedure
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involved. For this purpose, the extent of balance billing will be determined
based on a review of all services under the procedure code involved in the
prior year (or most recent period for which data are available). If the number
of services for which balance billing was not required was less than 60 percent
of all services provided, the Director will determine that there was an
excessive balance billing with respect to that procedure in that locality and
will waive the reduction in the CMAC that would otherwise occur. A decision by
the Director to waive or not to waive the reduction is not subject to the
appeal and hearing procedures of Chapter 10 of this regulation.

(b) Exception. As an exception to section G.l.d.(3)(a) of this
Chapter, the waiver required by that section shall not be applicable in the
case of any procedure code for which there were not CHAMPUS claims in the
locality accounting for at least 50 services. A waiver may, however, be
granted in such cases pursuant to section G.l.d.(3)(c) of this Chapter.

(c) Waiver based on other evidence that adequate access to care
would be impaired. The Director, OCHAMPJS may waive a reduction that would
otherwise occur (or restore a reduction that was already taken) if the Director
determines that available evidence shows that the reduction would impair
adequate access. For this purpose, such evidence may include consideration of
the number of providers in the locality who provide the affected services, the
number of such providers who are CHAMPUS Participating Providers, the number of
CHAMPUS beneficiarica in the area, and other relevant factors. Providers or
beneficiaries in a locality may submit to the Director, OCHAMPUS a petition,
together with appropriate documentation regarding relevant factors, for a
determination that adequate access would be impaired. The Director, OCHAMPUS
will consider and respond to all such petitions. Petitions may be filed at any
time. Any petition received by the date which is 120 days prior to the
implementation of a recalculation of CMACs will be assured of consideration
prior that implementation. The Director, OCHAMPUS may establish procedures for
handling petitions. A decision by the Director to waive or not to waive a
reduction is not subject to the appeal and hearing procedures of Chapter 10 of
this regulation.

e. Special rules for 1991.

(1) Prevailing charge levels for care provided on or after January
1, 1991, and before the 1992 prevailing charge levels take effect shall be the
same as those in effect on December 31, 1990, except that prevailing charge
levels for care provided on or after October 7, 1991 shall be those established
pursuant to this paragraph G.l.e. of this section.

(2) Appropriate charge levels will be established for each locality
for which a prevailing charge level was in effect immediately prior to October
7, 1991. For each procedure, the appropriate charge level shall be the
prevailing charge level in effect immediately prior to October 7, 1991,
adjusted as provided in G.l.e.(2)(a) thtough (c) of this section.

(a) For each overpriced procedure, the level shall be reduced by
fifteen percent. For this purpose, overpriced procedures are the procedures
determined by the Physician Payment Review Commission to be overvalued pursuant
to the process established under the Medicare program, other procedures
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considered overvalued in the Medicare program (for which Congress directed
reductions in Medicare allowable levels for 1991), radiology procedures and
pathology procedures.

(b) For each other procedure, the level shall remain unchanged.
For this purpose, other procedures are procedures which are not overpriced
procedures or primary care procedures.

(c) For each primary care procedure, the level shall be adjusted
by the MEI, as the MEI is applied to Medicare prevailing charge levels. For
this purpose, primary care procedures include maternity care and delivery
services and well baby care services.

f. Special transition rule for 1992.

(1) For purposes of calculating the national appropriate charge
levels for 1992, the prior year's appropriate charge level for each service
will be considered to be the level that does not exceed the amount equivalent
to the 80th percentile of billed charges made for similar services during the
base period of July 1, 1986 to June 30, 1987 (determined as under paragraph
G.1.b.(2) of this section), adjusted to calendar year 1991 based on the
adjustments made for maximum CHAMPUS prevailing charge levels through 1990 and
the application of paragraph G.l.e. of this section for 1991.

(2) The adjustment to calendar year 1991 of the product of
paragraph G.l.f.(1) of this section shall be as follows:

(a) For procedures other than those described in paragraph
G.1.f.(2)(b) of this section, the adjustment to 1991 shall be on the same basis
as that provided under paragraph G.l.e. of this section.

(M) For any procedure that was considered an overpriced
procedure for purposes of the 1991 prevailing charge levels under paragraph
G.1.e. of this section for which the resulting 1991 prevailing charge level was
less than 150 percent of the Medicare converted relative value unit, the
adjustment to 1991 for purposes of the special transition rule for 1992 shall
be as if the procedure had been treated under paragraph G.l.e.(2)(b) of this
section for purposes of the 1991 prevailing charge level.

g. Adjustments and procedural rules.

(1) The Director, OCHAMPUS may make adjustments to the
appropriate charge levels calculated pursuant to paragraphs G.l.c. and G.l.e.
of this section to correct any anomalies resulting from data or statistical
factors, significant differences between Medicare-relevant information and
CHAMPUS-relevant considerations or other special factors that fairness requires
be specially recognized. However, no such adjustment may result in reducing an
appropriate charge level.

(2) The Director, OCHAMPUS will issue procedural instructions for
administration of the allowable charge method.
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h. Clinical laboratory services. The allowable charge for clinical
diagnostic laboratory test services shall be calculated in the same manner as
allowable charges for other individual health care providers are calculated
pursuant to paragraphs G.l.a. through G.l.d. of this Chapter, with the
following exceptions and clarifications.

(1) The calculation of national prevailing charge levels, national
appropriate charge levels and national CMACs for laboratory services shall
begin in calendar year 1993. For purposes of the 1993 calculation, the prior
year year's national appropriate charge level or national prevailing charge
level shall be the level that does not exceed the amount equivalent to the 80th
percentile of billed charges made for similar services during the period July
1, 1991, through June 30, 1992 (referred to in this paragraph G.l.h. of this
Chapter as the "base period").

(2) For purposes of comparison to Medicare allowable payment
amounts pursuant to paragraph G.l.c. of this Chapter, the Medicare national
laboratory payment limitation amounts shall be used.

(3) For purposes of establishing laboratory service local CMACs
pursuant to paragraph G.l.d. of this Chapter, the adjustment factor shall equal
the ratio of the local average charge (standardized for the distribution
clinical laboratory services) to the national average charge for all clinical
laboratory services during the base period.

(4) For purposes of a special locality-based phase-in provision
similar to that estasblished by paragraph G.l.d.(2) of this Chapter, the CMAC
in a locality will not be less than 85 percent of the maximum charge level in
effect for that locality during the base period.

i. The allowable charge for physician assistant services other than
assistant-at-surgery may not exceed 85 percent of the allowable charge for a
comparable service rendered by a physician performing the service in a similar
location. For cases in which the physician assistant and the physician perform
component services of a procedure other than assistant-at-surgery (e.g., home.
office or hospital visit), the combined allowable charge for the procedure may
not exceed the allowable charge for the procedure rendered by a physician
alone. The allowable charge for physician assistant services performed as an
assistant-at- surgery may not exceed 65 percent of the allowable charge for a
physician serving as an assistant surgeon when authorized as CHAMPUS benefits
in accordance with the provisions of Chapter 4 C.3.c. of this Part. Physician
assistant services must be billed through the employing physician who must be
an authorized CHAMPUS provider.

j. A charge that exceeds the CHAMPUS Maximum Allowable charge can be
determined to be allowable only when unusual circumstances or medical
complications justify the higher charge. The allowable charge may not exceed
the billed charge under any circumstances.

2. All-inclusive rate. Claims from individual health-care professional
providers for services rendered to CHAMPUS beneficiaries residing in an RTC
that is either being reimbursed on an all-inclusive per diem rate, or is
billing an all-inclusive per diem rate, shall be denied; with the exception of
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independent health-care professionals providing geographically distant family
therapy to a family member residing a minimum of 250 miles from the RTC or
covered medical services related to a nonmental health condition rendered
outside the RTC. Reimbursement for individual professional services is
included in the rate paid the institutional provider.

3. Alternative method. The Director, OCHAMPUS, or a designee, may,
subject to the approval of the ASD(HA), establish an alternative method of
reimbursement designed to produce reasonable control over health care costs and
to ensure a high level of acceptance of the CHAMPUS-determined charge by the
individual health-care professionals or other noninstitutional health-care
providers furnishing services and supplies to CHAMPUS beneficiaries.
Alternative methods may not result in reimbursement greater than the allowable
charge method above.

H. REIMBURSEMENT UNDER THE MILITARY-CIVILIAN HEALTH SERVICES PARTNERSHIP
PROGRAM

The Military-Civilian Health Services Partnership Program, as authorized by
Section 1096, Chapter 55, Title 10, provides for the sharing of staff,
equipment, and resources between the civilian and military health care system

in order to achieve more effective, efficient, or economical health care for
authorized beneficiaries. Military treatment facility commanders, based upon
the authority provided by their respective Surgeons General of the military
departments, are responsible for entering into individual partnership
agreements only when they have determined specifically that use of the
Partnetship Program is more economical overall to the Government than referring
the need for health care services to the civilian community under the normal
operation of the CHAMPUS Program. (See Section P. of Chapter 1, for general
requirements of the Partnership Program.)

1. Reimbursement of institutional health care providers. Reimbursemint
of institutional health care providers under the Partnership Program shall be
on the same basis as non-Partnership providers.

2. Reimbursement of individual health-care professionals and other
non-institutional health care providers. Reimbursement of individual health
care professional and other non-institutional health care providers shall be on
the same basis as non-Partnership providers as detailed in Section G. of this
chapter.

I. ACCOMMODATION OF DISCOUNTS UNDER PROVIDER REIMBURSEMENT METHODS

1. General rule. The Director, OCHAMPUS (or designee) has authority toreimburse a provider at an amount below the amount usually paid pursuant to

this chapter when, under a program approved by the Director, the provider has
agreed to the lower amount.

2. Special ap lications. The following are examples of applications of
the general rule; they are not all inclusive.
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a. In the case of individual health care professionals and other
noninstitutional providers, if the discounted fee is below the provider's
normal billed charge and the prevailing charge level (see section G. of this
chapter), the discounted fee shall be the provider's actual billed charge and
the CHAMPUS allowable charge.

b. In the case of institutional providers normally paid on the basis
of a pre-set amount (such as DRG-based amount under subsection A.1. of this
chapter or per-diem amount under subsection A.2. of this chapter), if the
discount rate is lower than the pre-set rate, the discounted rate shall be the
CHAMPUS-determined allowable cost. This is an exception to the usual rule that
the pre-set rate is paid regardless of the institutional provider's billed
charges or other factors.

3. Procedures.

a. This section only applies when both the provider and the Director
have agreed to the discounted payment rate. The Director's agreement may be in
the context of approval of a program that allows for such discounts.

b. The Director of OCHAMPUS may establish uniform terms, conditions
and limitations for this payment method in order to avoid administrative
complexity.

J. OUTSIDE THE UNITED STATES

The Director, OCHAMPUS, or a designee, shall determine the appropriate
reimbursement method or methods to be used in the extension of CHAMPUS benefits
for otherwise covered medical services or supplies provided by hospitals or
other institutional providers, physicians or other individual professional
providers, or other providers outside the United States.

K. IMPLEMENTING INSTRUCTIONS

The Director, OCHAMPUS, or a designee, shall issue CHAMPUS policies,
instructions, procedures, and guidelines, as may be necessary to implement the
intent of this chapter.
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CHAPTER 15
QUALTIY AND UTILIZATION REVIEW PEER REVIEW ORGANIZATION PROGRAM

A. GENERAL

1. Purpose. The purpose of this chapter is to establish rules and
procedures for the CHAMPUS Quality and Utilization Review Peer Review
Organization program.

2. Applicabilitj o2f proram. All claims submitted for health services
under CHAMPUS are subject to review for quality of care and appropriate
utilization. The Director, OCHAMPUS shall establish generally accepted
standards, norms and criteria as are necessary for this program of utilization
and quality review. These standards, norms and criteria shall include, but not
be limited to, need for inpatient admission or inpatient or outpatient service,
length of inpatient stay, intensity of care, appropriateness of treatment, and
level of institutional care required. The Director, OCHAMPUS may issue
implementing instructions, procedures and guidelines for retrospective,
concurrent and prospective review.

3. Contractor irtplementation. The CHAMPUS Quality and Utilization Review
Peer Review Organization program may he implemented through contracts
administered by the Director, OCHAMPUS. These contractors may include. contractors that have exclusive functions in the area of utilization and
quality review, fiscal intermediary contractors (which perform these functions
along with a broad range of administrative services), and managed care
contractors (which perform a range of functions concerning management of the
delivery and financing of health care services under CHAMPUS). Regardless of
the •ontractors involved, utilization and quality review activities follow the
same standards, rules and procedures set forth in this chapter, unless
otherwise specifically provided in this chapter or elsewhere in this
Regulation.

4. Medical issues affected. The CHAMPUS Quality and Utilization Rtview
Peer Review Organization program is distinguishable in purpose and impact from
other activities relating to the administration and management of CHAMPUS in
that the Peer Review Organization program is concerned primarily with medical
judgements regarding the quality and appropriateness of health care services.
Issues regarding such matters as benefit limitations are similar, but, if not
determined on the basis of medical judgements, are governed by CHAMPUS rules
and procedures other than those provided in this chapter. (See, for example,
Chapter 7 regarding claims submission, review and payment.) Based on this
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'urpose, a major attribute of the Peer Review Organization program is that
medical judgements are made by (directly or pursuant to guidelines and subject
to direct review) reviewers who are peers of the health care providers

providing the services under review.

5. Provider responsibilities. Because of the dominance of medical
judgements in the quality and utilization review program, principal
responsibility for complying with program rules and procedures rests with
health care providers. For this reason, there are limitations, set forth in
this chapter and in paragraph H. Chapter 4, on the extent to which
beneficiaries may be held financially liable for health care services not
provided in conformity with rules and procedures of the quality and utilization
review program concerning medical necessity of care.

6. Medicare rules used as mo'iel. The CHAMPUS Quality and Utilization
Review Peer Review Organization program, based on specific statutory authority,
follows many of the quality and utilization review requirements and procedures
in effect for the Medicare Peer Review Organization program, subject to
adaptations appropriate for the CHAMPUS program.

B. OBJECTIVES AND GENERAL REQUIREMENTS OF REVIEW SYSTEM.

1. In general. Broadly, the program of quality and utilization review
has as its objective to review the quality, completeness and adequacy of care
provided, as well as its necessity, appropriateness and reasonableness.

2. Payment exclusion for services provided contrary to utilization and
quality standards.

a. In any case in which health care services are provided in a
manner determined to be contrary to quality or necessity standards established
under the quality and utilization review program, payment may be wholly or
partially excluded.

b. In any case in which payment is excluded pursuant to paragraph
B.2.a. of this chapter, the patient (or the patient's family) may not be billed
for the excluded services.

c. Limited exceptions and other special provisions pertaining to the
requirements established in paragtaphs B.2.a. and b. of this chapter, are set
forth in Chapter 4, paragraph H.

3. Review of services covered by DRG-based payment system. Application
of these objectives in the context of hospital services covered by the
DRG-based payment system also includes a validation of diagnosis and procedural
information that detetmines CHAMPUS reimbursement, and a review of the
necessity and appropriateness of care for which'payment is sought on an outlier
basis.

4. Preauthorization and other utilization review procedures.

a. In general. All health care services for which payment is sought
under CHAMPUS are subject to review for appropriateness of utilization. The
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procedures for this review may be prospective (before the care is provided),
concurrent (while the care is in process), or retrospective (after the care has
been provided). Regardless of the procedures of this utilization review, the
same generally accepted standards, norms and criteria for evaluating the
necessity, appropriateness and reasonableness of the care involved shall apply.
The Director, OCHAMPUS shall establish procedures for conducting reviews,
including identification of types of health care services for which
preauthorization or concurrent revitw shall be required. Preauthorization o0
concurrent review may be required for any categories of health care services.
Except where required by law, the categories of health care services for which
preauthorization or concurrent review is required may vary in different
geographical locations or for different types of providers.

b. Preauthorization procedures. With respect to categories of
health care (inpatient or outpatien*) for which preauthorization is required,
the following procedures shall apply:

(1) The requirement for preauthorization shall be widely
publicized to beneficiaries and providers.

(2) All requests for preauthorization shall be responded to in
writing. Notification of approval or denial shall be sent to the beneficiary.
Approvals shall specify the health care services and supplies approved and
identify any special limits or further requirements applicable to the
particular case.

(3) An approved preauthorization shall state the number of days,
appropriate for the type of care involved, for which it i- valid. In general,
preauthorizations will be valid for 30 days. If the services or supplies are
not obtained within the number of days specified, a new preauthorization
request is required.

c. Payment reduction for noncompliance with required utilization
review procedures.

(1) Paragraph B.4.c. of this chapter applies to any case in
which:

(a) A provider was required to obtain preauthorization or
continued stay (in connection with required concurrent review procedures)
approval.

a 1(b) The provider failed to obtain the necessary approval:
and

(c) The health care services have not been disallowed on
the basis of necessity, appropriateness or reasonableness.

In such a case, reimbursement will be reduced, unless such reduction is
waived based on special circumstances.
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(2) In a case described in paragraph B.4.c.(1) of this chapter,
reimbursement will be reduced, unless such reduction is waived based on special
circumstances. The amount of this reduction shall be ten percent of the amount
otherwise allowable for services for which preauthorization (includin6
preauthorization for continued stays in connection with concurrent review
requirements) approval should have been obtained, but was not obtained. In the
case of hospital admissions reimbursed under the DRG-based payment system, the
reduction shall be taken against the percentage (between zero and 100 percent)
of the total reimbursement equal to the number of days of care provided without
preauthorization approval, divided by the total length of stay for the
admission. In the case of institutional payments based on per diem payments,
the reduction shall be taken only against the days of care provided without
preauthorization approval. For care for which payment is on a per service
basis, the reduction shall be taken only against the amount that relates to the
seivices provided without preauthorization approval. Unless otherwise
spezifically provided under procedures issued by the Director, OCHAMPUS, the
effective date of any preauthorization approval shall be the date on which a
properly submitted request was received by the review organization designated
for that purpose.

(3) The payment reduction set forth in paragraph B.4.c.(2) of
this chapter may be waived by the Director. OCHAMPUS when the providet could
not reasonably have been expected to know of the preauthorization requirement
or some other special circumstance justifies the waiver.

(4) Services for which payment is disallowed under paragraph
B.4.c. of this chapter may not be billed to the patient (or the patient's
family).

C. HOSPITAL COOPERATION

All hospitals which participate in CHAMPUS and submit CHAMPUS claims are
required to provide all information necessary for CHAMPUS to properly process
the claims. In order for CHAMPUS to be assured that services for which claims
are submitted meet quality of care standards, hospitals are required to provide
the Peer Review Organization (PRO) responsible for quality review with all the
information, within timeframes to be established by OCHAMPUS, necessary to
perform the review functions required by this chapter. Additionally, all
participating hospitals shall provide CHAMPUS beneficiaries, upon admission,
with information about the admission and quality review system including their
appeal rights. A hospital which does not cooperate in this activity shall be
subject to termination as a CHAMPUS-authorized provider.

1. Documentation that the benefiriary has received the required
information about the CHAMPUS PRO program must be maintained in the same manner
as is the notice required for the Medicare program by 42 CFR 466.78(b).

2. The physician attestation and physician acknowledgement required for
Medicare under 42 CFR 412.40 and 412.46 are also required for CHAMPUS as a
condition fcr payment and may be satisfied by the same statements as required
for Medicare, with substitution or addition of "CHAMPUS" when the word
"Medicare" is used.
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3. Participating hospitals must execute a memorandum of understanding
* with the PRO providing appropriate procedures for implementation of the PRO

program.

4. Participating hospitals may not charge a CHAMPUS beneficiary for
inpatient hospital services excluded on the basis of Chapter 4, section G.l.
(not medically necessary), section G.3. (inappropriate level), or section G.7.
(custodial care) unless all of the conditions established by 42 CFR 412.42(c)
with respect to Medicare beneficiaries have been met with respect to the
CHAMPUS beneficiary. In such cases in which the patient requests a PRO review
while the patient is still an inpatient in the hospital, the hospital shall
provide to the PRO the records required for the review by the close of business
of the day the patient requests review, if such request was made before noon.
If the hospital fails to provide the records by the close of business, that day
and any sub-'equent working day during which the hospital continues to fail to
provide the records shall not be counted for purposes of the two-day period of
42 CFR 412.42(c)(3)(ii).

5. With respect to cases subject to preadmission review, the provisions
of 42 C.'.R. 466.78(b)(5)-(b)(7) shall apply to CHAMPUS cases as those
provisions apply to Medicare caseb.

D. AREAS OF REVIEW

1. Admissions. The following areas shall be subject to review to
determine whether inpatient care was medically appropriate and necessary, was
delivered in the most appropriate setting and met acceptable standards of
quality. This review may include preadmission or prepayment review when
appropriate.

a. Transfers of CHAMPUS beneficiaries from a hospital or hospital
unit subject to the CHAMPUS DRG-based payment system to another hospital or
hospital unit.

b. CHAMPUS admissions to a hospital or hospital unit subject to the
CHAMPUS DRG-based payment system which occur within a certain period (specified
by OCHAMPUS) of discharge from a hospital or hospital unit subject to the
CHAMPUS DRG-based payment system.

c. A random sample of other CHAMPUS admissions for each hospital
subject to the CHAMPUS DRG-based payment system.

d. CHAMPUS admissions in any DRGs which have been specifically
identified by OCHAMPUS for review or which are under review for any other
reason.

2. DRG validation. The review organization responsible for quality of
care reviews shall be responsible for ensuring that the diagnostic and
procedural information reported by hospitals on CHAMPUS claims which is used by
the fiscal intermediary to assign claims to DRGs is correct and matches the
information contained in the medical records. In order to accomplish this, the
following review activities shall be done.
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a. Perform DRG validation reviews of each case under review.

b. Review of claim adjustments submitted by hospitals which result
in the assignment of a higher weighted DRG.

c. Review for physician certification as to the major diagnoses and
procedures and the physician's acknowledgment of annual receipt of the penalty
statement as contained in the Medicare regulations at 42 CFR 412.40 and 412.46.

d. Review of a sample of claims for each hospital reimbursed under
the CHAMPUS DRG-based payment system. Sample size shall be determined based
upon the volume of claims submitted.

3. Outlier review. Claims which qualify for additional payment as a
long-stay outlier or as a cost-outlier shall be subject to review to ensure
that the additional days or costs were medically necessary and appropriate and
met all other requirements for CHAMPUS coverage. In addition, claims which
qualify as short-stay outliers shall be reviewed to ensure that the admission
was medically necessary and appropriate and that the discharge was not
premature.

4. Procedure review. Claims for procedures identified by OCHAMPUS as
subject to a pattern of abuse shall be the subject of intensified quality
assurance review.

5. Other review. Any other cases or types of cases identified by
OCHAMPUS shall be subject to focused review.

E. ACTIONS AS A RESULT OF REVIEW

1. Findings related to individual claims. If it is detetmined, based
upon information obtained during reviews, that a hospital has misrepresented
admission, discharge, or billing information, or is found to have quality of
care defects, or has taken an action that results in the unnecessary admissions
of an individual entitled to benefits, unnecessary multiple admission of an
individual, or other inappropriate medical or other practices with respect to
beneficiaries or billing for services furnished to beneficiaries, the PRO, in
conjunction with the fiscal intermediary, shall, as appropriate:

a. Deny payment for or recoup (in whole or in part) any amount
claimed or paid for the inpatient hospital and professional services related to
such determination.

b. Require the hospital to take other corrective action necessary to
prevent or correct the inappropriate practice.

c. Advise the provider and beneficiary of appeal rights, as required
by Chapter 10 of this Regulation.

d. Notify OCHAMPUS of all such actions.
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2. Findings related to a pattern of inappropriate practices. In all
cases where a pattern of inappropriate admissions and billing practices that
have the effect of circumventing the CHAMPUS DRG-based payment system is
identified, OCHAMPUS shall be notified of the hospital and practice involved.

3. Revision of codinig re!l at ing to DRG validation. The following
provisions apply in connection with the DRG validation process set forth in
subsection D.2. of this chapter.

a. If the diagnostic and procedural information attested to by the
attending physician is found to be inconsistent with the hospital's coding or
DRG assignment, the hospital's coding on the CHAMPUS claim will be
appropriately changed and payments recalculated on the basis of the appropriate
DRG assignment.

b. If the information attested to by the physician as stipulated
under subsection E.2. of this chapter is found not to be correct, the PRO will
change the coding and assign the appropriate DRG on the basis of the changed
coding.

F. SPECIAL PROCEDURES IN CONNECTION WITH CERTAIN TYPES OF HEALTH CARE SERVICES
OR CERTAIN TYPES OF REVIEW ACTIVITIES.

1. In general. Many provisions of this chapter are directed to the
context of services covered by the CHAMPUS DRG-based payment system. This
section, however, is also applicable to other services. In addition, many
provisions of this chapter relate to the context of peer review activities
performed by Peer Review Organizations whose sole functions for CHAMPUS relate

to the Quality and Utilization Review Peer Review Organization program.
However, it also applies to review activities conducted by contractors who have
responsibilities broader than those related to the quality and utilization
review program. Paragraph F of this chapter authorizes certain special
procedures that will apply in connection with such services and such review
activities.

2. Services not coveredLby the DRG-based payment system. In implementing
the quality and utilization review program in the context of services not
covered by the DRG-based payment system, the Director, OCHAMPUS may establish
procedures, appropriate to the types of services being reviewed, substantively
comparable to services covered by the DRG-based payment system regarding
obligations of providers to cooperate in the quality and utilization review
program, authority to require appropriate corrective actions and other
procedures. The Director, OCHAMPUS may also establish such special,
substantively comparable procedures in connection with review of health care
services which, although covered by the DRG-based payment method, are also
affected by some other special circumstances concerning payment method, nature
of care, or other potential utilization or quality issue.

3. Peer review activities by contractors also performing other
administration or management functions.

a. Sole-function PRO versus multi-function PRO. In all cases, peer
review activities under the Quality and Utilization Review Peer Review
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Organization program are carried out by physicians and other qualified health
care professionals, usually under contract with OCHAMPUS. In some cases, the
Peer Review Organization contractor's only functions are pursuant to the
quality and utilization review program. In paragraph F.3, of this chapter,
this type of contractor is referred to as a "sole function PRO." In other
cases, the Peer Review Organization contractor is also performing other
functions in connection with the administration and management of CHAMPUS. In
paragraph F.3, of this chapter, this type of contractor is referred to as a
"multi-function PRO." As an example of the latter type, managed care
contractors may perform a wide range of functions regarding management of the
delivery and financing of health care services under CHAMPUS, including but not
limited to functions under the Quality and Utilization Review Peer Review
Organization program.

b. Special rules and_ procedures. With respect to multi-function
PROs, the Director, OCHAMPUS may establish special procedures to assure the
independence of the Quality and Utilization Review Peer Review Organization
program and otherwise advance the objectives of the program. These special
rules and procedures include, but are not limited to, the following:

(1) A reconsiderpd determination that would be final in cases
involving sole-function PROs under paragraph 1.2. of this chapter will not be
final in connection with multi-function PROs. Rather, in such cases (other
than any case which is appealable under paragraph 1.3. of this chapter), an
opportunity for a second reconsideration shall be provided. The second
reconsideration will be provided by OCHAMPUS or another contractor independent
of the multi-function PRO that performed the review. The second
reconsideration may not be further appealed by the provider.

(2) Procedures established by paragraphs G through M of this
chapter shall not apply to any action of a multi-function PRO (or employee or
other person or entity affiliated with the PRO) carried out in performance of
functions other than functions under this section.

G. PROCEDURES REGARDING INITIAL DETERMINATIONS

The CHAMPUS PROs shall establish and follow procedures for initial
determinations that are substantively the same or comparable to the procedures
applicable to Medicare under 42 CFR 466.83 to 466.104. In addition, these
procedures shall provide that a PRO's determination that an admission is
medically necessary is not a guarantee of payment by CHAMPUS; normal CHAMPUS
benefit and procedural coverage requirements must also be applied.

H. PROCEDURES REGARDING RECONSIDERATIONS

The CHAMPUS PROs shall establish and follow procedures for reconsiderations
that are substantively the same or comparable to the procedures applicable to
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reconsiderations under Medicare pursuant to 42 CFR 473.15 to 473.34, except
that the time limit for requesting reconsideration (see 42 CFR 473.20(a)(1))
shall be 90 days. A PRO reconsidered determination is final and binding upon
all parties to the reconsideration except to the extent of any further appeal
pursuant to section I. of this chapter.

I. APPEALS AND HEARINGS

I. Beneficiaries may appeal a PRO reconsideration determination to
OCHAMPUS and obtain a hearing on such appeal to the extent allowed and under
the procedures set forth in Chapter 10, section D.

2. Except as provided in subsection 1.3., a PRO reconsidered
determination may not be further appealed by a provider.

3. A provider may appeal a PRO reconsideration determination to OCHAMPUS
and obtain a hearing on such appeal to the extent allowed under the procedures
set forth in Chapter 10, section D. if it is a determination pursuant to
Chapter 4, section H. that the provider knew or could reasonably have been
expected to know that the services were excludable.

4. For purposes of the hearing process, a PRO reconsidered determination
shall be considered as the procedural equivalent of a formal review
determination under Chapter 10, unless revised at the initiative of the
Director, OCHAMPUS prior to a hearing on the appeal, in which case the revised
determination shall be considered as the procedural equivalent of a formal
review determination under Chapter 10.

5. The provisions of Chapter 10, section E. concerning final action shall
apply to hearings cases.

J. ACQUISITION, PROTECTION AND DISCLOSURE OF PEER REVIEW INFORMATION

The provisions of 42 CFR Part 476, except section 476.108, shall be
applicable to the CHAMPUS PRO program as they are to the Medicare PRO program.

K. LIMITED IMMUNITY FROM LIABILITY FOR PARTICIPANTS IN PRO PROGRAM

The provisions of section 1157 of the Social Security Act (42 U.S.C.
1320c-6) are applicable to the CHAMPUS PRO program in the same manner as they
apply to the Medicare PRO program. Section 1102(g) of title 10, United States
Code also applies to the CHAMPUS PRO program.

L. ADDITIONAL PROVISION REGARDING CONFIDENTIALITY OF RECORDS

1. General rule. The provisions of 10 U.S.C. 1102 regarding the
confidentiality of medical quality assurance records shall apply to the
activities of the CHAMPUS PRO program as they (1o to the activities of the
external civilian PRO program that reviews medical care provided in military
hospitals.
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2. Specific applications.

a. Records concerning PRO deliberations are generally nondisclosable
quality assurance records under 10 U.S.C. 1102.

b. Initial denial determinations by PROs pursuant to section G. of
this chapter (concerning medical necessity determinations, DRG validation
actions, etc.) and subsequent decisions regarding those determinations are not
nondisclosable quality assurance records under 10 U.S.C. 1102.

c. Information the subject of mandatory PRO disclosure under 42 CFR
Part 476 is not a nondisclosable quality assurance record under 10 U.S.C. 1102.

M. OBLIGATIONS, SANCTIONS AND PROCEDURES

1. The provisions of 42 CFR 1004.1 - 1004.80 shall apply to the CHAMPUS
PRO program as they do the Medicare PRO program, except that the functions
specified in those sections for the Office of Inspector General of the
Department of Health and Human Services shall be the responsibility of
OCHAMPUS.

2. The provisions of 42 U.S.C. section 1395ww(f)(2) concerning
circumvention by any hospital of the applicable payment methods for inpatient
services shall apply to CHAMPUS payment methods as they do to Medicare payment
methods.

3. The Director, or a designee, of CHAMPUS shall determine whether to
impose a sanction pursuant to subsections M.I. and M.2. of this chapter.
Providers may appeal adverse sanctions decisions under the procedures set forth
in Chapter 10, section D.
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CHAPTER 16

SUPPLEMENTAL HEALTH CARE PROGRAM FOR ACTIVE DUTY MEMBERS

A. Purpose and applicability.

1. The purpose of this chapter is to implement, with respect to health
care services provided under the supplemental health care program for active
duty members of the uniformed services, the provision of 10 U.S.C. 1074(c).
This section of law authorizes DoD to establish for the supplemental care
program the same payment rules, subject to appropriate modifications, as apply
under CHAMPUS.

2. This chapter applies to the program, known as the supplemental care
program, which provides for the payment by the uniformed services to private
sector health care providers for health care services provided to active duty
members of the uniformed services. Although not part of CHAMPUS, the
supplemental care program is similar to CHAMPUS in that it is a program for the
uniformed services to purchase civilian health care services for active duty
nmembers. For this reason, the Director, OCHAMPUS, assists the uniformed
services in the administration of the supplemental care program.

3. This chapter applies to all health care services covered by CHAMPUS.
For purposes of this chapter, health care services ordered by a military
treatment facility (MFT) provider for an MTF patient (who is not an active duty
member) for whom the MTF provider maintains responsibility are also covered by
the supplemental care program and subje':t to the requirements of this chapter.

B. Obligation of-providers concerning payment for surplemental health care for
active duty members.

1. Hospitals covered by DRG-based payment system. For a hospital covered
by the CHAMPUS DRG-based payment system to maintain its status as an authorized
provider for CHAMPUS pursuant to Chapter 6, that hospital must also be a
participating provider for purposes of the supplemental care program. As a
participating provider, each hospital must accept the DRG-based payment system
amount determined pursuant to Chapter 14 as payment in full for the hospital
services covered by the system. The failure of any hospital to comply with
this obligation subjects that hospital to exclusion as a CHAMPUS-authorized
provider.

2. Other participating_povidqers. For any institutional or individual
provider, other than those described in paragraph B.1 of this Chapter that is a
participating provider, the provider must also be a participating provider for
purposes of the supplemental care program. The provider must accept the
CHAMPUS allowable amount determined pursuant to Chapter 14 as payment in full
for the hospital services covered by the system. The failure of any provider
to comply with this obligation subjects the provider to exclusion as a
participating provider.
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C. General rule for payment and administration. Subject to the special rules

and procedures in paragraph D. of this chapter, and the waiver authority in
paragraph E. of this chapter, as a general rule the provistins of Chapter 14
shall govern payment and administration of claims under the supplemental care

program as they do claims under CHAMPUS. To the extent necessary to interpret
or implement the provisions of Chapter 14, related provisions of DoD 6010.8-R
shall also be applicable.

D. Special rules and procedures. As exceptions to the general rule in
paragraph C. of this chapter, the special rules and procedures in this chapter
shall govern payment and administration of claims under the supplemental care
program. These special rules and procedures are subject to the waiver
authority of paragraph E. of this chapter.

1. There is no patient cost sharing under the supplemental care program.
All amounts due to be paid to the provider shall be paid by the program.

2. Preauthorization by the uniformed services of each service, except for
services in cases of medical emergency (for which the definition in Chapter 2
shall apply), is required for the supplemental care program. It is the
responsibility of the active duty members to obtain preauthorization for each
service. With respect to each emergency inpatient admission, after such time
as the emergency condition is addressed, authorization for any proposed
continued stay must be obtained within two working days of admission.

3. With respect to the filing of claims and similar administrative
matters for which DoD 6010.8-R refers to activities of the CHAMPUS fiscal
intermediaries, for purposes of the surplemental care program, responsibilities
for claims processing, payment and sore other administrative matters may be
assigned by the Director, OCHAMPUS to the same fiscal intermediaries, other
contractor, or to the nearest military medical treatment facility or medical
claims office.

4. The annual cost pass..throughs for capital and direct medical education
costs that are available under the CHAMPUS DRG-based payment system are also
available, upon request, under the supplemental care program. To obtain
payment include the number of active duty bed days as a separate line item on
the annual request to the CHAMPUS fiscal intermediaries.

5 For providers other than participating providers, the Director,
OCHAMPUS may authorize payment in excess of CHAMPUS allowable amounts. No
provider may bill an active duty member any amount in excess of the CHAMPUS
allowable amount.

E. Waiver authority. With the exception of statutory requirements, any
restrictions or limitations pursuant to the general rule in piragraph C of this
chapter, and special rules and procedures in paragraph D of this chapter may be
waived by the Director, OCHAMPUS at the request of an authorized official of
the uniformed service concerned, based on a determination that such waiver is
necessary to assure adequate availability of health care services to active
duty members.

0
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F. Authorities.

1. The Uniformed Services may establish additional procedures, consistent
with this chapter, for the effective administration of the supplemental care
program in their respective services.

2. The Assistant Secretary of Defense for Health Affairs is responsible
for the overall policy direction of the supplemental care program and the
administration of this chapter.

* 3. The Director, OCHAMPUS shall issue procedural requirements for the
implementation of-this Chapter, including the requirement for claims submission
similar to those established by Chapter 17.

0
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Admission. The formal acceptance by a CHAMPUS authorized institutional provider

of a CHAMPUS beneficiary for the purpose of diagnosis and treatment of illness,
injury, pregnancy, or mental disorder.

Adopted Child. A child taken into one's own family by legal process and treated
as one's own child. In case of adoption, CHAMPUS eligibility begins as of 12:01
a.m. of the day of the final adoption decree. NOTE: There is no CHAMPUS benefit
entitlement during any interim waiting period.

All-Inclusive Per Diem Rate. The OCHAMPUS determine, rate that encompasses the
daily charge for inpatient care and, unless specifically excepted, all other
treatment determined necessary and rendered as part of the treatment plan
established for a patient, and accepted fj OCHAMPUS.

Allowable Charge. The CHAMPUS-determined level of payment to physicians, other
individual professional providers and other providers, based on one of the approved
reimbursement methods set forth in Chapter 14 of this Regulation. Allowable charge
also may be referred to as the CHAMPUS-determined reasonable charge.

Allowable Cost. The CHAMPUS-determined level of payment to hospitals or other
institutions, based on one of the approved reimbursement methods set forth in
Chapter 14 of this Regulation. Allowable cost may also be referred to as the
CHAMPUS-determined reasonable cost.

Ambulance. A specially designed vehicle for transporting the sick or injured
that contains a stretcher, linens, first aid supplies, oxygen equipment, and such
lifesaving equipment required by state and local law, and that is staffed by

* personnel trained to provide first aid treatment.

Amount in Dispute. The amount of money, determined under this Regulation, that
CHAMPUS would pay for medical services and supplies involved in an adverse
determination being appealed if the appeal were resolved in favor of the appealing
party. See Chapter 10 for Rdditional information concerning the determination of
"amount in dispute" under this Regulation.

Anesthesia Services. The administration of an anesthetic agent by injection or
inhalation, the purpose and effect of which is to produce surgical anesthesia
characterized by muscular relaxation, loss of sensation, or loss of consciousness
when administered by or under the direction of a physician or dentist in connection
with otherwise covered surgery or obstetrical care, or shock therapy. Anesthesia
services do not include hypnosis or acupuncture.

Appealable Issue. Disputed questions of fact which, if resolved in favor of the
appealing party, would result in the authorization of CHAMPUS benefits, or approval
as an authorized provider 4n accordance with this Regulation. An appealable issue
does not exist if no facts are in dispute, if no CHAMPUS benefits would be payable,
or if there is no authorized provider, regardless of the resolution of any disputed
facts. See Chapter 10 for additional information concerning the determination of
"appealable issue" under this Regulation.

Appealing Patrty. Any party to the initial determination who files an
appeal of an adverse determination or requests a hearing under the provisions
of this Regulation.

Appropriate Medical Care

1. Services performed in connection with the diagnosis or treatment of disease
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or injury, pregnancy, mental disorder, or well-baby care which are in keeping with
the generally accepted norms for medical practice in the United States; i

2. The avthorized individual professional provider rendering the medical care
is qualified to perform such medical services by reason of his or her training and
education and is licensed or certified by the state where the service is rendered or
appropriate national organization or otherwise meets CHAMPUS standards; and

3. The services are furnished economically. For purposes of this Regulation,
"economically" means that the services are furnished in the least expensive level of
care or medical environment adequate to provide the required medical care regardless
of whether or not that level of care is covered by CHAMPUS.

Approved Teaching Programs. For purposes of CHAMPUS, an approved teaching
program is a program of graduate medical education which has been duly approved in
its respective speciality or subspecialty by the Accreditation Council for Graduate
Medical Education of the American Medical Association, by the Committee on Hospi-
tals of the Bureau of Professional Education of the American Osteopathic
Association, by the Council on Dental Education of the American Dental Association,
or by the Council on Podiatry Education of the American Podiatry Association.

Assistant Secretary of Defense (Health Affairs). An authority of the Assistant
Secretary of Defense (Health Affairs) includes any person designated by the
Assistant Secretary to exercise the authority involved.

Attending P h•sician. The physician who has the primary responsibility for the
medical diagnosis and treatment of the patient. A consultant, or an assistant
surgeon, for example would not be an attending physician. Under very extraordinaryI .
circumstances, because of the presence of complex, serious, and multiple, but
unrelated, medical conditions, a patient may have more than one attending physician

concurrently rendering medical treatment during a single period of time. An
attending physician also may be a teaching physician.

Authorized Provider. A hospital or institutional provider, physician, or other
individual professional provider, or other provider of services or supplies
specifically authorized to provide benefits under CHAMPUS in Chapter 6 of this
Regulation.

BackupHosp.ital. A hospital which is otherwise eligible as a CHAMPUS
institutional provider and which is fully capable of providing emergency care to a

patient who develops complications beyond the scope of services of a given categoLy
of CHAMPUS authorized freestanding institutional provider and which is accessible
from the site of the CHAMPUS authorized freestanding institutional provider within
an average transport time acceptable for the types of medical emergencies usually
associated with the type of care provided by the freestanding facility.

Balance billing. A provider seeking any payment, other than any payment
relating to applicable and cost-sharing amounts, from a beneficiary for CHAMPUS
covered services for any amount in excess of the applicable CHAMPUS allowable cost
or charge.

Basic Program. The primary medical benefits authorized under Chapter 55 of
title 10, United States Code, and set forth in Chapter 4 of this Regulation.

Beneficiary. An individual who has been determined to be eligible for CHAMPUS
benefits, as set forth in Chapter 3 of this Regulation.
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specific medical, surgical, or psychiatric treatment that will reduce the disability
to the extent necessaLy to enable the patient to function outside the protected,
monitored, or controlled environment. A custodial care determination is not
precluded by the fact that a patient is under the care of a supervising or attending
physician and that services are being ordered and prescribed to support and
generally maintain the patient's condition, or provide for the patient's comfort, or
ensure the manageability of the patient. Furthe-, a custodial care determination is
not precluded because the ordered and prescri',ed services and supplies are being
provided by an R.N., L.P.N., or L.V.N.

NOTE: The determination of custodial care in no way implies that the care
being rendered is not required by the patient; it only means that it
is the kind of care that is not covered under CHAMPUS. A program of
physical and mental reha!,ilitation which is designed to reduce a
disability is not custodial care as long as the objective of the
program is a reduced level of care.

Days. Calendar days.

Deceased Service Member. A person who, at the time of his or her death, was an
active duty member of a Uniformed Service under a call or order that did not specify
a period of 30 days or less; or a retiree of a Uniformed Service.

Deductible. Payment by a beneficiary of the first $50 of the CLIAMPUS-
determined allowable costs or charges for otherwise covered outpatient services or
supplies provided in any one fiscal year; or for a family, the aggregate payment by
two or more beneficiaries who submit claims of the first $100.

Deductible Certificate. A statement issied to the beneficiary (or sponsor) by a
CHAMPUS fiscal intermediary certifying to deductible amounts satisfied by a CHAMPUS
beneficiary for any applicable fiscal year.

Defense Enrollment Eligibility Reporting System (DEERS). The automated system
that is composed of two phases:

1. Enrolling all active duty and retired service members, their depen- dents,
and the dependents of deceased service members, and

2. Verifying their eligibility for health care benefits in the direct care
facilities and through CHAMPUS.
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Dental Care. Services relating to the teeth and their supporting structures. i

Dentist. joctor of Dental Medicine (D.M.D.) or Doctor of Dental Surgery
(D.D.S.) who is licensed to practice dentistry by an appropriate authority.

Dependent. A person who bears any of the following relationships to an active
duty member (under a call or order that does not specify a period of 30 days or
less), retiree, or deceased active duty member or retiree, of a Uniformed Service,
that is, lawful spouse, former spouse (in certain circum- stances), unremarried
widow or widower, or child; or a spouse and child of an active duty member of the
armed forces of foreign North Atlantic Treaty Organization (NATO) nations (refer to
section B. in Chapter 3 of this Regulation).

Deserter or Desertion Status. A service member is a deserter, or in a desertion
status, when the Uniformed Service concerned has male an administrative
determination to that effect, or the member's period Qf unauthorized absence has
resulted in a court-martial conviction of desertion. Administrative declarations of
desertion normally are made when a member has been an unauthorized absentee for over
30 days, but particular circumstances may result in an earlier declaration.
Entitlement to CHAMPUKS hnefits ceases as of 12:01 a.rn. on the day following the day
the desertion statuo is deciared. Benefits are not to be authorized for treatment
received during a period of unauthorized absence that results in a court-martial
conviction for desertion. Dependent eligibility for benefits is reestablished when
a deserter is returned to military control and continues, even though the member may
be in confinement, until any discharge is executed. When a deserter status is later
found to have been determined erroneously, the status of deserter is considered
never to have existed, and the member's dependents will have been eligible
continuously for benefits under CHAMPUS.

Diagnosis-Related Groups (DRGs). Diagnosis-related groups (DRGs) are a method
of aividing hospital patients into clinically coherent groups based on the
consumption of resources. PAtients are assigned to the groups based on their
principal diagnosis (the reason for admission, determined after study), secondary
diagnoses, procedures performed, and the patient's age, sex, and discharge status.

Diagnostic Admission. An admission to a hospital or other authorized in-
stitutional provider, or an extension of a stay in such a facility, primarily for
the purpose of performing diagnostic tests, examinations, and procedures.

Director, OCHAIPUS. An authority of the Director, OCHAMPUS includes any person
designated by the Director, OCHAMPUS to exercise the authority involved.

Doctor of Dental Medicine (D.M.D.). A person who has received a degree in
dentistry, that is, that department of the healing arts which is concerned with the
teeth, oral cavity, and associated structures.
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. required); prognosis: problem list; and all inclusive current or anticipated monthly
charges related to the proposed management plan. If the management plan involves
the transfer of a beneficiary from a hospital or another inpatient facility, medical
records related to that inpatient stay also are required as a part of the management
plan documentation.

Marriage and Family_Ther__apist, Certified. An extramedical individual provider
who meets the requirements outlined in Chapter 6 of the Regulation.

Maternity Care. Care and treatment related to conception, delivery, and
abortion, including prenatal and postnatal care (generally through the 6th
post-delivery week), and also including treatment of the complications of pregnancy.

Medicaid. Those medical benefits authorized under Title XIX of the Social
Security Act (reference (h)) provided to welfare recipients and the medically
indigent through programs administered by the various states.

Medical. The generally used term which pertains to the diagnosis and treatment
of illness, injury, pregnancy, and mental disorders by trained and licensed or
certified health professionals. For purposes of CHAMPUS, the term "medical" should
be understood to include "medical. psychological, surgical, and obstetrical," unless
it is specifically stated that a more restrictive meaning is intended.

Medical Emergencj. The sudden and unexpected onset of a medical condition or
tihe dcute exacerbation of a chronic condition that is threatening to life, limb, or
sight, and requires inmmediate medical treatment or which manifests painful
symptomatology requiring immediate palliative efforts to alleviate suffering.
Medical emergencies include heart attacks, cardiovascular accidents, poisoning,
convulsions, kidney stones, and such other acute medical conditions as may be
determined to be medical emergencies by the Director, OCHAMPUS, or a designee. In
the case of a pregnancy, a medical emergency must involve a sudden and unexpected
medical complication that puts the mother, the baby, or both, at risk. Pain woiild
not, however, qualify a maternity case as an emergency, nor would incipient birth
after the 34th week of gestation, unless an otherwise qualifying medical condition
is present. Examples of medical emergencies related to pregnancy or delivery are
hemorrhage, ruptured membrane with prolApsed cord, placenta previa, abruptio
placenta, presence of shock or unconsciousness, suspected heart attack or stroke, or
trauma (such as injuries received in an automobile accident).

Medically orPschoogica•_ly Nfces-ja._y. The frequency, extent, and types of
medical services or supplies which represent appropriate medical care and that are
generally accepted by qualified professionals to be reasonable and adequate for the
diagnosis and treatment of illness, injury, pregnancy, and mental disorders or that
are reasonable and adequate for well-baby care.
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Medical Supplies and Dressings (Consumables). Necessary medical or surgical
supplies (exclusive of durable medical equipment) that do not withstand prolonged,
repeated use and that are needed for the proper medical management of a condition
for which benefits are otherwise authorized under CHAMPUS, on either an inpatient or
outpatient basis. Examples include disposable syringes for a diabetic, colostomy
sets, irrigation sets, and ace bandages.

Medicare Those medical benefits authorized under Title XVIII of the Social
Security Act (reference (h)) provided to persons 65 or older, certain disabled
persons, or persons with chronic renal disease, through a national program
administered by the DHHS, Health Care Financing Administration, Medicare Bureau.

Mental Disorder. For purposes of the payment of CHAMPUS benefits, a mental
disorder is a nervous or mental condition that involves a clinically significant
behavioral or psychological syndrome or pattern that is associated with a painful
symptom, such as distress, and that impairs a patient's ability to function in one
or more major life activities. Additionally, the mental disorder must be one of
those conditions listed in the DSM-III.

Mental Health Counselor. An extramedical individual provider who meets the'
requirements outlined in Chapter 6 of this Regulation. I

Mental Health Therapeutic Absence. A therapeutically planned absence from the
inpatient setting. The patient is not discharged from the facility and may be away
for periods of several hours to several days. The purpose of the therapeutic
absence is to give the patient an opportunity to test his or her ability to function
outside the inpatient setting before the actual discharge.

Mental Retardation. Subnormal general intellectual functioning associated with
impairment of either learning and social adjustment or maturation, or both. The
diagnostic classification of moderate and severe mental retardation relates to
intelligence quotient (IQ) as follows:

1. Moderate. Moderate mental retardation IQ 36-51.
2. Severe. Severe mental retardation IQ 35 and under.

Missing in Action (MIAj. A battle casualty whose whereabouts and status are
unknown, provided the absence appears to be involuntary and the service member is
not known to be in a status of unauthorized absence. NOTE: Claims for eligible
CHAMPUS beneficiaries whose sponsor is classified as MIA are processed as dependents
of an active duty service member.

Morbid Obesitj. The body weight is 100 pounds over ideal weight for height and
bone structure, according to the most current Metropolitan Life Table, and such
weight is in association with severe medical conditions known to have higher
mortality rates in association with morbid obesity; or, the
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per day, 5 days per week, which may embrace day, evening, night and weekend
treatment programs which employ an integrated, comprehensive and complementary
schedule of recognized treatment approaches. Partial hospitalization is a
time-limited, ambulatory, active treatment program that offers therapeutically
intensive, coordinated, and structured clinical services within a stable therapeutic
environment. Partial hospitalization is an appropriate setting for crisis
stabilization, treatment of partially stabilized mental health disorders, and a
transition from an inpatient program when medically necessary. Such programs must
enter into a participation agreement with CHAMPUS, and be accredited and in
substantial compliance with the standards of the Mental Health Manual of the Joint
Commission on Accreditation of Healthcare Organizations (JCAHO) (formerly known as
the Consolidated Standards).
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Participaqtng Provider. A hospital or other authorized institutional provider,
a physician or other authorized individual professional provider, or other
authorized provider that furnished services or supplies to a CHAMPUS beneficiary
and that submits a CHAMPUS claim form and accepts assignment of the CHAMPUS
determined allowable cost or charge as the total payment( even though less than the
actual charge), whether paid for fully by the CHAMPUS allowable amount or requiringI
cost-sharing by the beneficiary (or sponsor). See Chapter 6.A.8. for more
information on the Participating Provider.

Party to a Hearing. An appealing party or parties and CHAMPUS.

Party to the Initial Determination. Includes CHAMPUS and also refers to a
CHAMPUS beneficiary and a participating provider of services whose interests have
been adjudicated by the initial determination. In addition, a provider who has been
denied approval as an authorized CHAMPUS provider is a party to that initial
determination, as is a provider who is disqualified or excluded as an authorized
provider under CHAHPUS, unless the provider is excluded based on a determination of
abuse or fraudulent practices or procedures under another federal or federally
funded program. See Chapter 10 for additional information concerning parties not
entitled to administrative review under the CHAMPUS appeals and hearing procedures.

Pastoral Counselor. An extramedical individual provider who meets the
requirements outlined in Chapter 6 of the Regulation. !

Pharmacist. A person who is trained specially in the scientific basis of
pharmacology and who is licensed to prepare and sell or dispense drugs and compounds
and to make up prescriptions ordered by a physician.

Physical Medicine Services or Phsisiatry Services. The treatment of disease or
injury by physical means such as massage, hydrotherapy, or heat.

Physical Handicap. A physical condition of the body that meets the following
criteria:

1. Duration. The condition is expected to result in death, or has lasted, or
with reasonable certainty is expected to last, for a minimum period of 12 months;
and

2. Extent. The condition is of such severity as to preclude the individual
from engaging in substantially basic productive activities of daily living expected
of unimpaired persons of the same age group.

PhysLical Therapist. A person who is trained specially in the skills and
techniques of physical therapy (that is, the treatment of disease by physical agents
and methods such as heat, massage, manipulation, therapeutic exercise, hydrotherapy,
and various forms of energy such as electrotherapy and ultra- sound), who has been
authorized legally (that is, registered) to administer reatments prescribed by a
physician and who is entitled legally t.o use the designation "Registered Physical
Therapist." A physical therapist also may be called a physiotherapist.
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Physician. A person with a degree of Doctor of Medicine (M.D.) or Doctor of
Osteopathy (D.O.) who is licensed to practice medicine by an appropriate authority.

Physician in Training. Interns, residents, and fellows participating in
approved postgraduate training programs and physicians who are not in approved
programs but who are authorized to practice only in a hospital or other
institutional provider setting, e.g., individuals with temporary or restricted
licenses, or unlicensed graduates of foreign medical schools.

Podiatrist (Doctor of Podiatr_or SurgicalChirgpqdy1. A person who has
received a degree in podiatry (formerly called chiropody), that is. that specialized
field of the healing arts that deals with the study and care of the foot. including
its anatomy, pathology, and medical and surgical treatment.

Preauthorization. A decision issued in writing by the Director. OCHAMPUS, or a
designee, that CHAMPUS benefits are payable for certain services that a beneficiary
has not yet received.

Prescription Drugs and Medicines. Drugs and medicines which at the time of use
were approved for commercial marketing by the U.S. Food and Drug Administration, and
which, by law of the United States, require a physician's or dentist's prescription,
except that it includes insulin for known diabetics whether or not a prescription is
required. Drugs grandfathered by the Federal Food, Drug and Cosmetic Act of 1938
may be covered under CHAMPUS as if FDA approved.

NOTE: The fact that the U.S. Food and Drug Administration has approved a drug
for testing on humans would not qualify it within this definition.

Preventive Care. Diagnostic and other medical procedures not related directly
to a specific illness, injury, or definitive set of symptoms, or obstetrical rare,
but rather performed as periodic health screening, health assessment, or health
maintenance.

Primary Payfe_. The plan or program whose medical benefits are payable first in
a double coverage situation.

Private Duty (pecl)_!!Nursing Services. Skilled nursing services ren- dered to
an individual patient requiring intensive medical care. Such private duty (special)
nursing must be by an actively practicing registered nurse (R.N.) or licensed
practical or vocational nurse (L.P.N. or L.V.N.) only when the medical condition of
the patient requires intensive skilled nursing services (rather than primarily
providing the essentials of daily living) and when such skilled nursing care is
ordered by the attending physician.

Private Room. A room with one bed that is designated as a private room
by the hospital or other authorized institutional provider.

Program for the l.andicalp_ The special program set forth in Chapter 5
of this Regulation. through which dependents of active duty members receive
supplemental benefits for the moderately or severely mentally retarded and the
seriously physically handicapped over and above those medical benefits available
under the Basic Program.
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Progress notes. Progress notes are an essential component of the medical record
wherein health care personnel provide written evidence of ordered and supervised
diagnostic tests, treatments, medical procedures, therapeutic behavior and
outcomes. In the case of mental health care, progress notes must include: the date
of the therapy session; length of the therapy session; a notation of the patient's
signs and symptoms; the issues, pathology and specific behaviors addressed in the
therapy session; a statement summarizing the therapeutic interventions attempted
during the therapy session; descriptions of the response to treatment, the outcome
of the treatment, and the response to significant others; and a statement
summarizing the patient's degree of progress toward the treatment goals. Progress
notes do not need to repeat all that was said during a therapy session but must
document a patient contact and be sufficiently detailed to allow for both peer
review and audits to substantiate the quality tand quantity of care rendered.

Prosthetic Device (Prosthesis). An artificial substitute for a missing body
part.

Provider. A hospital or other institutional provider, a physician, or other
individual professional provider, or other provider of services or supplies as
specified in Chapter 6 of this Regulation.

Provider Exclusion an Suspension. The terms "exclusion" and "suspension", when
referring to a provider under CHAMPUS, both mean the denial of status as an
authorized provider, resulting in items, services, or supplies furnished by the
provider not being reimbursed, directly or indirectly, under CHAMPUS. The terms may
be used interchangeably to refer to a provider who has been denied status as an
authorized CHAMPUS provider based on 1) a criminal conviction or civil judgment
involving fraud, 2) an administrative finding of fraud or abuse under CHAMPUS, 3) an
administrative finding that the provider has been excluded or suspended by another
agency of the Federal Government, a state, or a local licensing authority, 4) an
administrative finding that the provider has knowingly participated in a conflict of
interest situation, or 5) an administrative finding that it is in the best interests
of the CHAMPUS or CHAMPUS beneficiaries to exclude or suspend the provider.

Provider Termination. When a provider's status as an authorized CHAMPUS
provider is ended, other than through exclusion or suspension, based on a finding
that the provider does not meet the qualifications, as set forth in Chapter 6 of
this Regulation, to be an authorized CHAMPUS provider.

Psychiatric Emergency. A psychiatric inpatient admission is an emergency when,
based on a psychiatric evaluation performed by a physician (or other qualified
mental health care professional with hospital admission authority), the patient is
at immediate risk of serious harm to self or others as a resuit of a mental disorder
and requires immediate continuous skilled observation at the acute level of care.

Radiation Therapy Services. The treatment of diseases by x-ray, radium, or
radioactive isotopes when ordered by the attending physician.

Referral. The act or an instance of referring a CHAMPUS beneficiary to another
authorized provider to obtain necessary medical treatment. Under CHAMPUS, only a
physician may make referrals.
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Registered Nurse. A person who is prepared specially in the scientific basis of
nursing, who is a graduate of a school of nursing, and who is regis- tered for
practice after examination by a state board of nurse examiners or similar regulatory
authority, who holds a current, valid license, and who is entitled legally to use
the designation R.N.

Representative. Any person who has been appointed by a party to the ini- tial
determination as counsel or advisor and who is otherwise eligible to serve as the
counsel or advisor of the party to the initial determination, particularly in
connection with a hearing.

Resident (Medical). A graduate physician or dentist who has an M.D. or D.O.
degree, or D.D.S. or D.M.D. degree, respectively, is licensed to practice, and who
chooses to remain on the house staff of a hospital to get further training that will

qualify him or her for a medical or dental specialty.

Residential Treatment Center (RTC). A facility (or distinct part of a facility)
which meets the criteria in Chapter 6.B.4.

Retiree. A member or former member of a Uniformed Service who is entitled to
retired, retainer, or equivalent pay based on duty in a Uniformed Service.

Routine Eye Examinations. The services rendered in order to determine the
refractive state of the eyes.

Sanction. For purpose of Chapter 9, "sanction" means a provider exclusion,
suspension, or termination.

Secondary Payer. The plan or program whose medical benefits are payable in
double coverage situations only after the primary payer has adjudicated the claim.

Semiprivate Room. A room containing at least two beds. If a room is designated
publicly as a semiprivate accommodation by the hospital or other authorized
institutional provider and contains multiple beds, it qualifies as a semiprivate
room for the purposes of CHAMPUS.

Skilled Nursing Facility. An institution (or a distinct part of an institution)
that meets the criteria as set forth in subsection B.4. of Chapter 6 of this
Regulation.

Skilled NursinK Service. A service that can only be furnished by an R.N., or
L.P.N. or L.V.N., and is required to be performed under the supervision of a
physician to ensure the safety of the patient and achieve the medically desired
result. Examples of skilled nursing services are intravenous or intramuscular
injections, levin tube or gastrostomy feedings, or tracheotomy aspiration and
insertion. Skilled nursing services are other than those services that provide
primarily support for the essentials of daily living or that could be performed by
an untrained adult with minimum instruction or supervision.

§pcialized Treatment Service Facility. A military or civilian medical
treatment facility specifically designated pursuant to Chapter 4, paragraph A.10,
to be a referral facility for certain highly specialized care. For this purpose,
a civilian medical treaLment facility may be another federal facility (such as a
Department of Veterans Affairs hospital).
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SpecialTutoring. Teaching or instruction provided by a private teacher to an
individual usually in a private or separate setting to enhance the educational
development of an individual in one or more study areas.

Spectacles, Eyeglasses, and Lenses. Lenses, including contact lenses, that help
to correct faulty vision.

Sponsor. An active duty member, retiree, or deceased active duty member or
retiree, of a Uniformed Service upon whose status his or her dependents' eligibility
for CHAMPUS is based.

Spouse. A lawful wife or husband regardless of whether or not dependent upon
the active duty member or retiree.

Student Status. A dependent of a member or former member of a Uniformed Service
who has not passed his or her 23rd birthday, and is enrolled in a full-time course
of study in an institution of higher learning.

Suppliers of Portable X-Ray Services. A supplier that meets the condi- tions of
coverage of the Medicare program, set forth in the Medicare regu- lations (reference
(m)), or the Medicaid program in the state in which the covered service is provided.

Surgery. Medically appropriate operative procedures, including related
preoperative and postoperative care; reduction of fractures and dislocations;
injection and needling procedures of the joints; laser surgery of the eye; and those
certain procedures listed in paragraph C.2.a. of Chapter 4 of this Regulation.

Surgical Assistant. A physician (or dentist or podiatrist) who assists the
operating surgeon in the performance of a covered surgical service when such
assistance is certified as necessary by the attending surgeon, when the type of
surgical procedure being performed, is of such complexity and seriousness as to
require a surgical assistant, and when interns, residents, or other house staff are
not available to provide the surgical assistance services in the specialty area
required.

Suspension of _lalms Processing. The temporary suspension of processing (to
protect the government's interests) of claims for care furnished by a specific
provider (whether the claims are submitted by the provider or beneficiary) or claims
submitted by or ,n behalf of a specific CHAMPUS beneficiary pending action by the
Director, OCHAMPUS, or a designee, in a case of suspected fraud or abuse. The
action may include the administrative remedies provided for in Chapter 9 or any
other Department of Defense issuance (e.g. DoD issuances implementing the Program
Fraud Civil Remedies Act), case development or investigation by OCHAMPUS, or
referral to the Department of Defense-Inspector General or the Department of Justice
for action within their cognizant jurisdictions.

Teaching_2Physician. A teaching physician is any physician whose duties include
providing medical training to physicians in training within a hospital or other
institutional provider setting.
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Timely Filing. The filing of CHAMPUS claims within the prescribed time limits
as set forth in Chapter 7 of this Regulation.

Treatment Plan. A detailed description of the medical care being rendered or
expected to be rendered a CHAMPUS beneficiary seeking approval for inpatient
benefits for which preauthorization is required as set forth in section B. of
Chapter 4 of this Regulation. A treatment plan must include, at a minimum, a
diagnosis (either ICD-9-CM or DSM-III); detailed reports of prior treatment, medical
history, family history, social history, and physical examination; diagnostic test
results; consultant's reports (if any); proposed treatment by type (such as
surgical, medical, and psychiatric); a description of who is or will be providing
treatment (by discipline or specialty); anticipated frequency, medications, and
specific goals of treatment; type of inpatient facility required and why (including
length of time the related inpatient stay will be required); and prognosis. If the
treatment plan involves the transfer of a CHAMPUS patient from a hospital or another
inpatient facility, medical records related to that inpatient stay also are required
as a part of the treatment plan documentation.

Uniformed Services. The Army, Navy, Air Force, Marine Corps, Coast Guard,
Commissioned Corps of the USPHS, and the Commissioned Corps of the NOAA.

Veteran. A person who served in the active military, naval, or air ser-
vice, and who was discharged or released therefrom under conditions other than
dishonorable.

NOTE: Unless the veteran is eligible for "retired pay." "retirement pay," or
"retainer pay," which refers to payments of a continuing nature and are
payable at fixed intervals from the government for military service
neither the veteran nor his or her dependents are eligible for benefits
under CHAMPUS.

Well-Baby Care. A specific program of periodic health screening, devel-
opmental assessment, and routine immunization for children from birth up to 2 years.

Widow or Widower. A person who was a spouse at the time of death of the active
duty member or retiree and who has not remarried.

Worker's _Compensati.in Benefits. Medical benefits available under any worker's
compensation law (including the Federal Employees Compensation Act), occupational
disease law, employers liability law, or any other legislation of similar purpose,
or under the maritime doctrine of maintenance, wages, and cure.

X-Ray Services. An x-ray examination from which an x-ray film or other image is
produced, ordered by the attending physician when necessary and rendered in
connection with a medical or surgical diagnosis or treatment of an illness oir
injury, or in connection with maternity or well-baby care.
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CHAPTER 4
BASIC PROGRAM BENEFITS

A. GENERAL

The CHAMPUS Basic Program is essentially a supplemental program to the
Uniformed Services direct medical care system. The Basic Program is similar
to private medical insurance programs, and is designed to provide financial
assistance to CHAMPUS beneficiaries for certain prescribed medical care obtained
from civilian sources.

1. Scpe of benefits. Subject to all applicable definitions, conditions,
limitations, or exclusions specified in this Regulation, the CHAMPUS Basic
Program will pay for medically necessary services and supplies required in the
diagnosis and treatment of illness or injury, including maternity care and
well-baby care. Benefits include specified medical services and supplies pro-
vided to eligible beneficiaries from authorized civilian sources such as hos-
pitals, other authorized institutional providers, physicians, other authorized
individual professional providers, and professional ambulance service, pre-
scription drugs, authorized medical supplies, and rental or purchase of durable
medical equipment.

2. Persons eligible for Basic Program benefits. Persons eligible to
receive the Basic Program benefits are set forth in Chapter 3 of this Regula-
tion. Any person determined to be an eligible CHAMPUS beneficiary is eli-
gible for Basic Program benefits.

3. Authorit to act for CHAMPUS. The authority to make benefit deter-
minations and authorize the disbursement of funds under CHAMPUS is restricted
to the Director, OCHAMPUS; designated OCHAMPUS staff; Director, OCHAMPUSEUR;
or CHAMPUS fiscal intermediaries. No other persons or agents (such as physicians,
staff members of hospitals, or CHAMPUS health benefits advisors) have such
authority.

4. Status of patient controlling fr pur!poses of cost-sharing. Bene-
fits for covered services and supplies described in this chapter will be ex-
tended either on an inpatient or outpatient cost-sharing basis in accordance
with the status of the patient at the time the covered services and supplies
were provided, unless otherwise specifically designated (such as for ambu-
lance service or maternity care). For cost-sharing provisions, refer to sec-
tion F. of this chapter.

5. Right to information. As a condition precedent to the provision of
benefits hereunder, OCHAMPUS or its CHAMPUS fiscal intermediaries shall be
entitled to receive information from a physician or hospital or other person,
institution, or organization (including a local, .state, or U.S. Government
agency) providing services or supplies to the beneficiary for which claims or
requests for approval for benefits are submitted. Such information and rec-
ords may relate to the attendance, testing, monitoring, or examination or
diagnosis of, or treatment rendered, or services and supplies furnished to a
beneficiary, and shall be necessary for the accurate and efficient adminis-
tration of CHAMPUS benefits. Before a determination will be made on a request
for preauthorization or claim of benefits, a beneficiary or sponsor must
provide particular additional information relevant to the requested determina-
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tion, when necessary. The recipient of such information shall in every case hold
such records confidential except when (a) disclosure of such information is
authorized specifically by the beneficiary; (b) disclosure is necessary to permit
authorized governmental officials to investigate and prosecute criminal actions, or
(c) disclosure is authorized or required specifically under the terms of the Privacy
Act or Freedom of Information Act (references (i) through (k)) (refer to section M.
of chapter 1 of this Regulation). For the purposes of determining the applicability
of and implementing the provisions of chapters 8, 11 and 12, or any provision of
similar purpose of any other medical benefits coverage or entitlement, OCHAMPUS or
CHAHPUS fiscal intermediaries may release, without consent or notice to any
beneficiary or sponsor, to any person, organization, government agency, provider, or
other entity any information with respect to any beneficiary when such release
constitutes a routine use published in the Federal Register in accordance with DoD
5400.11-R (reference (k)). Before a person's claim of benefits will be adjudicated,
the person must furnish to CHAMPUS information that reasonably may be expected to be
in his or her possession and that is necessary to make the benefit determination.
Failure to provide the requested information may result in denial of the claim.

6. Physical examinations. The Director, OCHAMPUS, or a designee, may require
a beneficiary to submit to one or more medical (including psychiatric) examinations
to determine the beneficiary's entitlement to benefits for which application has
been made or for otherwise authorized medically necessary services and supplies
required in the diagnosis or treatment of an illness or injury (including maternity
and well-baby care). When a medical examination has been requested, CHAMPUS will
withhold payment of any pending claims or preauthorization requests on that
particular beneficiary. If the beneficiary refuses to agree to the requested
medical examination, or unless prevented by a medical reason acceptable to OCHAMPUS,
the examination is not performed within 90 days of initial request, all pending

claims for services and supplies will be denied. A denial of payments for services
or supplies provided before (and related to) the request for a physical examination
is not subject to reconsideration. The medical examination and required beneficiary
travel related to performing the requested medical examination will be at the
expense of CHAMPUS. The medical examination may be performed by a physician in a
Uniformed Services medical facility or by an appropriate civilian physician, as
determined and selected by the Director, OCHAMPUS, or a designee who is responsible
for making such arrangements as are necessary, including necessary travel
arrangements.

7. Claims filing deadline. For all services provided on or after January 1,
1993, to be considered for benefits, all claims submitted for benefits, must,
except as provided in Chapter 7, of this regulation, be filed with the appropriate
CHAMPUS contractor no later than one year after the services are provided. Unless
the requirement is waived, failure to file a claim within the deadline waives all
rights to benefits for such services or supplies.

8. Double coverage and third__prtyrecoveries. CHAMPUS claims involving
double coverage or the possibility that the United States can recover all or a part
of its expenses from a third party, are specifically subject to the provisions of
Chapter 8 or Chapter 12 of this Regulation as appropriate.
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9. Nonavailahility Statements within a 40-mile catchment area. In some
geographic locations (or under certain special circwnstances), it is necessary for a
CHAMPUS beneficiary to determine whether the required medical care can be provided
through a Uniformed Service facility. If the required medical care cannot be
provided, the hospital commander, or a designee, will issue a Nonavailability
Statement (DD Form 1251). Except for emergencies, a Nonavailability State-
ment should be issued before medical care is obtained from a civilian
source. Failure to secure such a statement may waive the beneficiary's
rights to benefits under CHAMPUS.

a. Rules applicable to issuance of Nonavailability Statement (DD
Form 1251).

" (1) The ASD(HA) is responsible for issuing rules and regulations
regarding Nonavailability Statements.

(2) A Nonavailability Statement (NAS) is required for services in
connection with nonemergency inpatient hospital care if such services are available
at a facility of the Uniformed Services located within a 40-mile radius of the
residence of the beneficiary, except that a NAS is not required for services
otherwise available at a facility of the Uniformed Services located within a 40-mile
radius of the beneficiary's residence when another insurance plan or program
provides the beneficiary primary coverage for the services.

(3) An NAS is also required for selected outpatient procedures if
such services are not available at a Uniformed Service facility (excluding
facilities which are exclusively outpatient clinics) located within a 40-mile radius
(catchment area) of the residence of the beneficiary. This does not apply to
emergency services or for services for which another insurance plan or program
provides the beneficiary primary coverage. Any changes to the selected outpatient
procedures will be published in the Federal Register at least 30 days before the
effective date of the change by the ASD(HA) and will be limited to the following
categories: outpatient surgery and other selected outpatient procedures which have
high unit costs and for which care may be available in military treatment facilities
generally. The selected outpatient procedures will be uniform for all CHAMPUS
beneficiaries.

(4) In addition to NAS requirements set forth in paragraph A.9, of
this chapter, additional NAS requirements are established pursuant to paragraph
A-10, of this chapter in connection with highly specialized care in national or 2001
mile catchment areas of military or civilian Specialized Treatment Services
Facilities.

b. Beneficiary resvonsibilitI. The beneficiary is responsible for
securing information whether or not he or she resides in a geographic area that
requires obtaining a Nonavailability Statement. Information concerning current
rules and regulations may be obtained from the Offices of the Army, Navy, and Air
Force Surgeon Generals; or a CHAMPUS health benefits advisor; or the Director,
OCHAMPUS, or a designee; or from the appropriate CHAMPUS fiscal intermediary.

C. Rules in effect at time civilian medical care is provided apply.
The applicable rules and regulations regarding Nonavailability Statements in effect

* at the time the civilian care is rendered apply in determining whether a
Nonavailability Statement is required.
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d. Nonavailability Statement (DD Form 1251) must be filed with
applicable claim. When a claim is submitted for CHAMPUS benefits that includes
services for which a Nonavailability Statement was issued, a valid Nonavailability
Statement authorization must be on DEERS.

e. Nonavailability Statement (NAS) and claims adjudication.

(1) A NAS is valid for the adjudication of CHAMPUS claims for all
related care otherwise authorized by this Regulation which is received from a
civilian source while the beneficiary resided within the Uniformed Service facility
catchment area which issued the NAS.

(2) A requirement for a NAS for inpatient hospital maternity care
must be met for CHAMPUS cost-share of any related outpatient maternity
care.

10. Nonavailability Statements in national or 200-mile catchment areas for
highly specialized care available in selected military or civilian Specialized
Treatment Service Facilities.

a. Specialized Treatment Service Facilities. STS Facilities may be
designated for certain high cost, high technology procedures. The purpose of such
designations is to concentrate patient referrals for certain highly specialized
procedures which are of relatively low incidence and/or relatively high per case
cost and which require patient concentration to permit resource investment and
enhance the effectiveness of quality assurance efforts.

b. Designation. Selected military treatment facilities and civilian
facilities will be designated by the Assistant Secretary of Defense for Health
Affairs as STS Facilities for certain procedures. These designations will be based
on the highly specialized capabilities of these selected facilities. For each STS
designation for which NASs in national or 200-mile catchment areas will be
required, there shall be a determination that total government costs associated
with providing the service under the Specialized Treatment Services program will
in aggregate be less than the total government cost of that service under the
normal operation of CHAMPUS. There shall also be a determination that the
Specialized Treatment Services Facility meets a standard of excellence in quality
comparable to that prevailing in other specialized medical centers in the nation
or region
that provide the services involved.

c. Organ transplants and similar procedures. For organ transplants and
procedures of similar extraordinary specialization, military or civilian STS
Facilities may be designated for a nationwide catchment area, covering all 50
states, the District of Columbia and Puerto Rico (or, alternatively, for any
portion of such a nationwide area).

d. Other highlyseciaIlzed procedures. For other highly specialized
procedures, military or civilian STS Facilities will be designated for catchment
areas of up to approximately 200 miles radius. The exact geographical area covered
for each STS Facility will be identified by reference to State and local
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governmental jurisdictions, zip code groups or other method to describe an area
within an approximate radius of 200 miles from the facility. In paragraph A.10 of
this chapter, this catchment area is referred to as a "200-mile catchment area".

e. HAS requirement. For procedures subject to a nationwide catchment
area NAS requirement under paragraph A..O.c of this chapter or a 200-mile catchment
area NAS requirement under paragraph A.10.d of this chapter CHA1PUS cost sharing is
not allowed unless the services are obtained from a designated civilian Specialized
Treatment Services program (as authorized) or an NAS has been issued. This rule is
subject to the exception set forth in paragraph A.10.f of this chapter. This NAS
requirement is a general requirement of the CHAMPUS program.

f. ExcptEiqns. Nationwide catchment area NASs and 200-mile catchment
area NASs are not required in anty of the following circumstances:

(I) An emergency.

(2) When another insurance plat or program provides the beneficiary
primary coverage for the services.

(3) A case-by-case waiver is granted based on a medical judgment
made by the commander of the STS Facility (or other person designated for this
purpose) that, although the care is available at the facility, it would be
medically inappropriate because of a delay in the treatment or other special
reason to require that the STS Facility be used; or

(4) A case-by-case waiver is granted by the commander of the STS
Facility (or other person designated for this purpose) that, although the care is
available at the facility, use of the facility would impose exceptional hardship on
the beneficiary or the beneficiary's family.

g. Waiver process. A process shall be established for beneficiaries to
request a case-by-case waiver under paragraphs A.10.f.(3)(4) of this chapter. This
process shall include:

(1) An opportunity for the beneficiary (and/or the beneficiary's
physician) to submit information the beneficiary believes justifies a waiver.

(2) A written decision from a person designated for the purpose on
the request for a waiver, including a statement of the reasons for the decision.

(3) An opportunity for the beneficiary to appeal an unfavorable
decision to a designated appeal authority not involved in the initial decision; and

(4) A written decision on the appeal, including a statement of the
reasons for the decision.

h. Notice. The Assistant Secretary of Defense for Health Affairs will
annually publish in the Federal Register a notice of all military and civilian STS
Facilities, including a listing of the several procedures subject to nationwide
catchment area NASs and the highly specialized procedures subject to 200-mile
catchment area NASs.
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i. Specialized procedures. Highly specialized procedures that may be
established as subject to 200-mile catchment area NASs are limited to:

(1) Medical and surgical diagnoses requiring inpatient hospital
treatment of an unusually intensive nature, documented by a DRG-based payment
system weight (pursuant to Chapter 14, paragraph A.1) for a single DRG or an
aggregated DRG weight for a category of DRGs of at least 2.0 (i.e., treatment is
at least two times as intensive as the average CHAMPUS inpatient case).

(2) Diagnostic or therapeutic services, including outpatient
services, related to such inpatient categories of treatment.

(3) Other procedures which require highly specialized equipment the
cost of which exceeds $1,000,000 (e.g., lit hotriptor, positron emission tomography
equipment) and such equipment is underutilized in the area; and

(4) Other comparable highly specialized procedures as determined by
the Assistant Secretary of Defense for Health Affairs.

j. 'uality _tandards. Any facility designated as a military or civilian
STS Facility under paragraph A.10 of this chapter shall be required to meet quality
standards established by the Assistant Secretary of Defense for Health Affairs. In
the development of such standards, the Assistant Secretary shall consult with
relevant medical speciality societies and other appropriate parties. To the extent
feasible, quality standards shall be based on nationally recognized standards.

k. NAS jrocedures. The provisions of paragraphs A.9.b through A.9.e of
this chapter regarding procedures applicable to NASs shall apply to expanded
catchment area NASs required by paragraph A.10 of this chapter.

1. Travel and lo'dgin _expenses. In accordance with guidelines issued by
the Assistant Secretary of Defense for Health Affairs, certain travel and lodging
expenses associated with services under the Specialized Treatment Services program
may be fully or partially reimbursed.

m. Preference for military facility use. In any case in which services
subject to an NAS requirement under paragraph A.10 of this chapter are available in
both a military STS Facility and from a civilian STS Facility, the military
Facility must be used unless use of the civilian Facility 4s specifically
authorized.

11. Qualit.y and Utilization Review Peer Review Organizationprogram. All
benefits under the CHAMPUS program are subject to review under the CHAMPUS Quality
and Utilization Review Peer Review Organization program pursuant to Chapter 15.
Utilization and quality review of mental health services are also part of the Peer
Review Organization program, and are addressed in paragraph A.12 of this chapter.)

12. Utilization review, quality assurance and preauthorization for inpatient
mental health services.

a. In _eneral. The Director, OCHAMPUS shall provide, either directly or
through contract, a program of utilization and quality review for all mental health
care services. Among other things, this program shall include mandatory
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preadmission authorization before nonemergency inpatient mental health services may
be provided and mandatory approval of continuation of inpatient services within 72
hours of emergency admissions. This program shall also include requirements for
other pretreatment authorization procedures, concurrent review of continuing
inpatient and partial hospitalization care, retrospective review, and other such
procedures as determined appropriate by the Director, OCHAMPUS. The provisions of
paragraph H of this chapter and paragraph F, Chapter 15, shall apply to this
program. The Director, OCHAMPUS, shall establish, pursuant to paragraph F.. Chapter
15, procedures substantially comparable to requirements of paragraph H of this
chapter and Chapter 15. If the utilization and quality review program for mental
health care services is provided by contract, the contractor(s) need not be the same
contractor(s) as are engaged under Chapter 15 in connection with the review of other
services.

b. Preadmission authorization.

(1) This section generally requires preadmission authorization for
all nonemergency inpatient mental health services and prompt continued stay
authorization after emergency admissions. It also requires preadmission
authorization for all admissions to a partial hospitalization program, without
exception, as the concept of an emergency admission does not pertain to a partial
hospitalization level of care. Institutional services for which payment would
otherwise be authorized, but which were provided without compliance with
preadmission authorization requirements, do not qualify for the same payment that
would be provided if the preadmission requirements had been met.

(2) In cases of noncompliance with preauthorization requirements, a
payment reduction shall be made in accordance with Chapter 15, paragraph B.4.c.

(3) For purposes of paragraph A.12.b.(2) of this chapter, a day of
services without the appropriate preauthorization is any day of services provided
prior to:

(a) the receipt of an authorization; or

(b) the effective date of an authorization subsequently received.

(4) Services for which payment is disallowed under paragraph
A.12.b.(2) of this chapter may not be billed to the patient (or the patient's
family).

13. l~pleniýting instructions. The Director, OCHAMPUS, shall issue policies,
procedures, instructions, guidelines, standards, and/or criteria to implement this
chapter.

B. INSTITUTIONAL BENEFITS

1. General. Services and supplies provided by an institutional provider
authorized as set forth in Chapter 6 of this Regulation may be cost-shared only when
such services or supplies (i) are otherwise authorized by this Regulation: (ii) ate
medically necessary; (iii) are ordered, directed, prescribed, or delivered by an
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. OCHAMPUS-authorized individual professional provider as set forth in Chapter 6 of
this Regulation or by an employee of t e authorized institutional provider who is
otherwise eligible to be a CHAMPUS authorized individual professional provider; (iv)
are delivered in accordance with generally accepted norms for clinical practice in
the United States; (v) meet established quality standards; and (vi) comply with
applicable definitions, conditions, limitations, exceptions, or exclusions as
otherwise set forth in this Regulation.

a. Billing practices. To be considered for benefits under this section
B., covered services and supplies must be provided and billed for by a hospital or
other authorized institutional provider. Such billings must be fully itemized and
sufficiently descriptive to permit CHAMPUS to determine whether benefits are
authorized by this Regulation. Depending on the individual circumstances, teaching
physician services may be considered an institutional benefit in accordance with
this Section or a professional benefit under Section C. See paragraph C.3.m.
of the Chapter for the CHAMPUS requirements regarding teaching physicians. In the
case of continuous care, claims shall be submitted to the appropriate CHAMPUS
fiscal intermediary at least every 30 days either by the beneficiary or sponsor
or, on a participating basis, directly by the facility oi behalf of the beneficiary
(refer to Chapter 7).

b. Successive inpatient admissions. Successive inpatient admissions
shall be deemed one inpatient confinement for the purpose of computing the active
duty dependent's share of the inpatient institutional charges, provided not more
than 60 days have elapsed between the successive admissions, except that successive
inpatient admissions related to a single maternity episode shall be considered one
confinement, regardless of the number of days between admissions. For the purpose
of applying benefits, successive admissions will be determined separately for
maternity admissions and admissions related to an accidental injury (refer to
section F. of this chapter).

c. Related services and sultplies. Covered services and supplies must be
rendered in connection with and related directly to a covered diagnosis or
definitive set of symptoms requiring otherwise authorized medically necessary
treatment.

d. Ir1pjatie_ntappopriate level required. For purposes of inpatient
care, the level of institutional care for which Basic Program benefits may be
extended must be at the appropriate level required to provide the medically
necessary treatment except for patients requiring skilled nursing facility care.
For patients for whom skilled nursing facility care is adequate, but is not
available in the general locality, benefits may be continued in the higher level
care facility. General locality means an area that includes all the skilled nursing
facilities within 50 miles of the higher level facility, unless the higher level
facility can demonstrate that the skilled nursing facilities are inaccessible to its
patients. The decision as to whether a skilled.nursing facility is within the
higher level facility's general locality, or the skilled nursing facility is
inaccessible to the higher level facility's patients shall be a CHAMPUS contractor
initial determination for the purposes of appeal under chapter 10 of this
regulation. CHAMPUS institutional benefit payments shall be limited to the
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allowable cost that would have been incurred in the skilled nursing facility, as
determined by the Director, OCHAMPUS, or a designee. If it is determined that the
institutional care can be provided reasonably in the home setting, no CHAMPUS
institutional benefits are payable.

e. General or special education not covered. Services and supplies
related to the provision of either regular or special education generally are not
covered. Such exclusion applies whether a separate charge is made for education or
whether it is included as a part of an overall combined daily charge of an
institution. In the latter instance, that portion of the overall combined daily
charge related to elucation must be determined, based on the allowable costs of the
educational component, and deleted from the institution's charges before CHAMPUS
benefits can be extended. The only exception is when appropriate education is not
available from or not payable by the cognizant public entity. Each case must be
referred to the Director, OCHAMPUS, or a designee, for review and a determination of
the applicability of CHAMPUS benefits.

2. Covered hospital services and supplies

a. Room and board. Includes special diets, laundry services, and other
general housekeeping support services (inpatient only).

b. General staff nursing services.
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((b) A preliminary treatment plan must be established within 24 hours
of the admission.

(c) A master treatment plan must be established within ten calendar
days of the admission.

(3) The elements of the individualized treatment plan must include:

(a) The diagnostic evaluation that establishes the necessity for the
admission;

(b) An assessment regarding the inappropriateness of services at a
less intensive level of care;

(c) A comprehensive, biopsychosocial assessment and diagnostic
formulation;

(d) A specific individualized treatment plan that integrates
measurable goals/objectives and their required level of care for each of the
patient's problems that are a focus of treatment;

(e) A specific plan for involvement of family members, unless
therapeutically contraindicated; and

(f) A discharge plan, including an objective of referring the patient
to further services, if needed, at less intensive levels of care within the benefit. limit period.

(4) Preauthorization requests should be made not fewer than two
business days prior to the planned admission. In general, the decision regarding
preauthorization shall be made within one business day of receipt of a request for
preauthorization, and shall be followed with written confirmation. Pre-
authorizations are valid for the period of time, appropriate to the type of care
involved, stated when the preauthorization is issued. In general, pre-
authorizations are valid for 30 days.

i. Concurrent_review. Concutrrent review of the necessity for continued
stay will be conducted no less frequently than every 30 days. The criteria for
concurrent review shall be those set forth in 1)aragraph B.4.g. of this chapter. In
applying those criteria in the context of conc:urrent review, special emphasis is
placed on evaluating the progress being made in the active individualized clinical
treatment being provided and on developing appropriate discharge plans.

5. Extent of institutional benefits

a. Inpatient room arccommod~tions

(1) Semiprivate. The alluvable LA'stS for toom and board for-
nished an individual patient are payable for semiprivate accommodations in a
hospital or other authorized institution, subject to appropriate cost-sharing
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provisions (refer to section F. of this chapter). A semiprivate accommoda-
tion is a room containing at least two beds. Therefore, if a room publicly
is designated by the institution as a semiprivate accommodation and contains
multiple beds, it qualifies as semiprivate for the purpose of CHAMPUS.

(2) Private. A room with one bed that is designated as a private
room by the hospital or other authorized institutional provider. The allow-
able cost of a private room accommodation is covered only undeL the following
conditions:

(a) When its use is required medically and when the attending
physician certifies that a private room is necessary medically for the proper
care and treatment of a patient; or

(b) When a patient's medical condition requires isolation;
or

(c) When a patient (in need of immediate inpatient care but
not requiring a private room) is admitted to a hospital or other authorized
institution that has semiprivate accommodations, but at the time of admission,
such accommodations are occupied; or

(d) When a patient is admitted to an acute care hospital
(general or special) without semiprivate rooms.

(3) Duration of private room staj. The allowable cost of private
accommodations is covered under the circumstances described in subparagraph
B.5.a.(2) of this chapter until the patient's condition no longer requires
the private room for medical reasons or medical isolation; or, in the case
of the patient not requiring a private room, when a semiprivate accommoda-
tion becomes available; or, in the case of an acute care hospital (general
or special) which does not have semiprivate rooms, for the duration of an
otherwise covered inpatient stay.

(4) Hospitajl__Qxceytan acute care h tspitall eneral or spe-
cial) or other authorized institutional provider without semiprivate accom-
modations. When a beneficiary is admitted to a hospital (except an acute
care hospital, general or special) or other institution that has no semi-
private accommodations, for any inpatient day when the patient qualifies fur
use of a private room (as set forth in subparagraphs B.5.a.(2)(a) and (b),
above), the allowable cost of private accommodations is covered. For any
inpatient day in such a hospital or other authorized institution when the
patient does not require medically the private room, the allowable cost of
semiprivate accommodations is covered, such allowable costs to be determined
by the Director, OCHAMPUS, or a designee.

b. General staff nursing services. General staff nursing services
cover all nursing care (other than that provided by private duty nurses) in-
cluding, but not limited to, general duty nursing, emergency room nursing,
recovery room nursing, intensive nursing care, and group nursing arrange-
ments. Only nursing services provided by nursing personnel on the payroll
of the hospital or other authorized institution are eligible under this
section B. If a nurse who is not on the payroll of the hospital oz other
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(4) Treatment services. All services, supplies, equipment and
space necessary to fulfill the requirements of each patient's individualized
diagnosis and treatment plan (with the exception of the five psychotherapy
sessions per week which may be allowed separately for individual or family
psychotherapy based upon the provisions of B.10.g. of this chapter.) All mental
health services must be provided by a CHAMPUS authorized individual professional
provider of mental health services. [Exception: PHPs that employ individuals
with master's or doctoral level degrees in a mental health discipline who do not
meet the licensure, certification and experience requirements for a qualified
mental health provider but are actively working toward licensure or certification,
may provide services within the all-inclusive per diem rate but the individual
must work under the clinical supervision of a fully qualified mental health
provider employed by the PHP.J

g. Social services required. The facility must provide an active
social services component which assures the patient appropriate living
arrangements after treatment hours, transportation to and from the facility,
arrangement of community based support services, referral of suspected child abuse
to the appropriate state agencies, and effective after care arrangements, at a
minimum.

h. Educational services required. Programs treating children and
adolescents must ensure the provision of a state certified educational component
which assures that patients do not fall behind in educational placement while
receiving partial hospital treatment. CHAMPUS will not fund the cost of
educational services separately from the per diem rate. The hours devoted to
education do not count toward the therapeutic half or full day program.

i. Family therapyrequired. The facility must ensure the provision of
an active family therapy treatment component which assures that each patient and
family participate at least weekly in family therapy provided by the institution
and rendered by a CHAMPUS authorized individual professional provider of mental
health services. There is no acceptable substitute for family therapy. An
exception to this requirement may be granted on a case-by-case basis by the
Director, OCHAMPUS, or designee, only if family therapy is clinically
contraindicated.

j. Professional mental health benefits limited. Professional mental
health benefits are limited to a maximum of one session (60 minutes individual, 90
minutes family) per authorized treatment day not to exceed five sessions in any
calendar week. These may be billed separately from the partial hospitalization
per diem rate only when rendered by an attending, CHAMPUS-authorized mental health
professional who is not an employee of, or under contract with, the partial
hospitalization program for purposes of providing clinical patient care.

k. Non-mental health related medical services. Separate billing will
be allowed for otherwise covered, non-mental health related medical services.

C. PROFESSIONAL SERVICES BENEFIT

1. General. Benefits may be extended for those covered services des-
cribed in this section C., that are provided in accordance with good medical
practice and established standards of quality by physicians or other author-. ized individual professional providers, as set forth in Chapter 6 of this
Regulation. Such benefits are subject to all applicable definitions, condi-
tions, exceptions, limitations, or exclusion as may be otherwise set fouth
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in this or other chapters of this Regulation. Except as otherwise specifi-
cally authorized, to be considered for benefits under this section C., the
described services must be rendered by a physician, or prescribed, ordered,
and referred medically by a physician to other authorized individual pro-
fessional providers. Further, except under specifically defined circum-
stances, there should be an attending physician in any episode of care.
(For example, certain services of a clinical psychologist are exempt from
this requirement. For these exceptions, refer to Chapter 6.)

a. Billingpractics. To be cunsidered for benefits under this
section C., covered professional services must be performed personally by
the physician or other authorized individual professional provider, who is
other than a salaried or contractual staff member of a hospital or other
authorized institution, and who ordinarily and customarily bills on a fee-
for-service basis for professional services rendered. Such billings must be
itemized fully and sufficiently descriptive to permit CHAMPUS to determine
whether benefits are authorized by this Regulation. See paragraph C.3.m. of this
Chapter for the requirements regarding the special circumstances for teaching
physicians. For continuing professional care, claims should be submitted to the
appropriate CHAMPUS fiscal intermediary at least every 30 days either by the
beneficiary or sponsor, or directly by the physician or other authorized
individual professional provider on behalf of a beneficiary (refer to Chapter 7 of
this Regulation).

b. Services must be related. Covered professional services must
be rendered in connection with and directly related to a covered diagnosis
or definitive set of symptoms requiring medically necessary treatment.

2. Covered services of physicians and other authorized individual pro-
fessional providers

a. Surgy. Surgery means operative procedures, including related
preoperative and postoperative care; reduction of fractures and dislocations;
injection and needling procedures of the joints; laser surgery of the eye;
and the following procedures:

Bronchoscopy
Laryngoscopy
Thoracoscopy
Catheterization of the heart
Arteriograph thoracic lumbar
Esophagoscopy
Gastroscopy
Proctoscopy
Sigmoidoscopy
Peritoneoscopy
Cystoscopy
Colonoscopy
Upper G.I. panendoscopy
Encephalograph
Myelography
Discography
Visualization of intracranial aneurysm by intracarotid

injection of dye, with exposure of carotid artery,
unilateral
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c. Need for surgical assistance. Surgical assistance is payable only
when the complexity of the procedure warrants a surgical assistant (other than the
surgical nurse or other such operating room personnel), subject to utilization
review. In order for benefits to be extended for surgical assistance service, the
primary surgeon may be required to certify in writing to the nonavailability of a
qualified intern, resident, or other house physician. When a claim is received
for a surgical assistant involving the following circumstances, special review is
required to ascertain whether the surgical assistance service meets the medical
necessity and other requirements of this section C.

(1) If the surgical assistance occurred in a hospital that has
a residency program in a specialty appropriace to the surgery;

(2) If the surgery was performed by a team of surgeons;

(3) If there were multiple surgical assistants; or

(4) If the surgical assistant was a partner of or from the same
group of practicing surgeons as the attending surgeon.

d. Aftercare followingsuE~eF. Except for those diagnostic pro-
cedures classified as surgery in this section C., and injection and needling
procedures involving the joints, the benefit payments made for surgery
(regardless of the setting in which it is rendered) include normal aftercare,
whether the aftercare is billed for by the physician or other authorized in-
dividual professional provider on a global, all-inclusive basis, or billed
for separately.

e. Cast and sutures, removal. The benefit payments made for the
application of a cast or of sutures normally covers the postoperative care
including the removal of the cast or sutures. When the application is made
in one geographical location and the removal of the cast or sutures must be
done in another geographical location, a separate benefit payment may be pro-
vided for the removal. The intent of this provision is to provide a separate
benefit only when it is impracticable for the beneficiary to use the services
of the provider that applied the cast originally. Bene_ .ts are not available
for the services of a second provider if those services reasonably could have
been rendered by the individual professional provider who applied the cast or
sutures initially.

f. Inpatient care. concurrent. Concurrent inpatient care by more
than one individual professional provider is covered if required because of
the severity and complexity of the beneficiary's condition or because the
beneficiary has multiple conditions that require treatment by providers of
different specialities. Any claim for concurrent care must be reviewed
before extending benefits in order to ascertain the condition of the bene-
ficiary at the time the concurrent care was rendered. In the absence of
such determination. benefits are payable only for inpatient care rendered by
one attending physician or other authorized individual professional provider.

g. Consultants who become the attending sur&eon. A consultation
performed within 3 days of surgery by the attending physician is considered a
preoperative examination. Preoperative examinations are an integral part of theO surgery and a separate benefit is not payable for the consultation. If more than
3 days elapse between the consultation and surgery (performed by the same
physician), benefits may be extended for the consultation, subject to review.
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h. Anesthesia administered by the attendingphysician. A separate
benefit is not payable for anesthesia administered by the attending physician
(surgeon or obstetrician) or dentist, or by the surgical, obstetrical, or dental
assistant.

i. Treatment of mental disorders. CHAMPUS benefits for the treatment of
mental disorders are payable for beneficiaries who are outpatients or inpatients of
CHAMPUS-authorized general or psychiatric hospitals, RTCs, or specialized treatment
facilities, as authorized by the Director, OCHAMPUS, or a designee. All such
services are subject to review for medical or psychological necessity and for
quality of care. The Director, OCHAMPUS, reserves the right to require
preauthorization of mental health services. Preauthorization may be conducted by
the Director, OCHAMPUS, or a designee. In order to qualify for CHAMPUS mental
health benefits, the patient must be diagnosed by a CHAMPUS-authorized licensed,
qualified mental health professional to be suffering from a mental disorder,
according to the criteria listed in the most current edition of the Dianostic and
Statistical Manual of Mental Disorders of the American Psychiatric Association.
Benefits are limited for certain mental disorders, such as specific developmental
disorders. No benefits are payable for "Conditions Not Attributable to a Mental
Disorder," or V codes. In order for treatment of a mental disorder to be medically
or psychologically necessary, the patient must, as a result of a diagnosed mental
disorder, be experiencing both physical or psychological distress and an impairment
in his or her ability to function in appropriate occupational, educational or
social roles. It is generally the degree to which the patient's ability to
function is impaired that determines the level of care (if any) required to treat
the patient's condition.

(1) Covered diagnostic and therapeutic services. Subject to the
requirements and limitations stated, CHAMPUS benefits are payable for the following
services when rendered in the diagnosis or treatment of a covered mental disorder
by a CHAMPUS-authorized, qualified mental health provider practicing within the
scope of his or her license. Qualified mental health providers are: psychiatrists
or other physicians; clinical psychologists, certified psychiatric nurse
specialists or clinical social workers; and certified marriage and family
therapists, pastoral, and mental health counselors, under a physician's super- I
vision. No payment will be made for any service listed in this subparagraph
C.3.i.(1) rendered by an individual who does not meet the criteria of Chapter 6 of
this Regulation for his or her respective profession, regardless of whether the
provider is an independent professional provider or an employee of an authorized
professional or institutional provider.

(a) Individual psychotherapy, adult or child. A covered individual
psychotherapy session is no more than 60 minutes in length. An individual psycho-
therapy session of up to 120 minutes in length is payable for crisis intervention.

(bt) Grou.psychotherap_. A covered group psychotherapy session is
no more than 90 minutes in length.

(c) Family or cono int psycAhth ap" A covered family or conjoint
psychotherapy session is no more than 90 minutes in length. A family or conjoint
psychotherapy session of up to 180 minutes in length is payable for crisis
intervention.

(d) Psychoanalysis. Psychoanalysis is covered when provided by a
graduate or candidate of a psychoanalytic training institution recognized by the
American Psychological Association or the American Psychiatric Association and when
preauthorized by the Director, OCHAMPUS, or a designee.
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1. Private duty (specýýjLnutsing. Benefits are available for the
skilled nursing services rendered by a private duty (special) nurse to a

beneficiary reguiring intensive skilled nursing care that can only be provided with
the technical proficiency and scientific skills of an R.N. The specific skilled
nursing services being rendered are controlling, not the condition of the patient
or the professional status of the private duty (special) nurse rendering the
services.

(1) Inpatient private duty (special) nursing services are limited to
those rendered to an inpatient in a hospital that does not have an ICU. In
addition, under specified circumstances, private duty (special) nursing in the home
setting also is covered.

(2) The private duty (special) nursing care must be ordered and
certified to be medically necessary by the attending physician.

(3) The skilled nursing care must be rendered by a private duty
(special) nurse who is neither a member of the immediate family nor is a member of
the beneficiary's household.

(4) Private duty (special) nursing care does not, except
incidentally, include providing services that provide or support primarily the
essentials of daily living or acting as a companion or sitter.

(5) If the private duty (special) nursing care services being
performed are primarily those that could be rendered by the average adult with
minimal instruction or supervision, the services would not qualify as covered
private duty (special) nursing services, regardless of whether performed by an
R.N., regardless of whether or not ordered and certified to by the attending
physician, and regardless of the condition of the patient.

(6) In order for such beivices to be considered for benefits, a
private duty (special) nurse is required to maintain detailed daily nursing notes,
whether the case involves inpatient nursing service or nursing services rendered in
the home setting.

(7) Claims for continuing private duty (special) nursing care shall
be submitted at least every 30 days. Each claim will be reviewed and the nursing
care evaluated whether it continues to be appropriate and eligible for benefits.

(8) In most situations involving private duty (special nursing care
rendered in the home setting, benefits will be available only for a portion of the
care, that is, providing benefits only for that time actually required to perform
medically necessary skilled nursing services. If full-time private duty (special)
nursing services are engaged, usually for convenience or to provide personal
services to the patient, CHAMPUS benefits are payable only for that portion of the
day during which skilled nursing services are rendered, but in no event is less
than 1 hour of nursing care payable in any 24-hour period during which skilled
nursing services are determined to have been rendered. Such situations often are
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better accommodated through the use of visiting nurses. This allows the personal
services that are not coverable by CHAMPUS to be obtained at lesser cost from other
than an R.N. Skilled nursing services provided by visiting nurses are covered
under CHAMPUS.

NOTE: When the services of an R.N. are not available, benefits may be extended
for the otherwise covered services of a L.P.N. or L.V.N.

m. Physicians in a teaching setting.

(I) Teaching Physicians.

(a) General. The services of teaching physicians may be
reimbursed on an allowable charge basis only when the teaching physician has
established an attending physician relationship between the teaching physician and
the services (e.g., services rendered as a consultant, assistant surgeon, etc.).
Attending physician services may include both direct patient care services or
direct supervision of care provided by a physician in training. In order to be
considered an attending physician, the teaching physician must:

1 Review the patient's history and the record of
examinations and tests in the institution, and make frequent reviews of the
patient's progress; and

2 Personally examine the patient; and

3 Confirm or revise the diagnosis and determine the
course of treatment to be followed; and

4 Either perform the physician's services required by
the patient or supervise the treatment so as to assure that appropriate services
are provided by physicians in training and that the care meets a proper quality
level; and

5 Be present. and ready to perform any service performed
by an attending physician in a nonteaching setting when a major surgical procedure
or a complex or dangerous medical procedure is performed; and

6 Be personally responsible for the patient's care, at
least throughout the period of hospitalization.

(b) Direct supervision by an attendingphysician of care

provided by physicians in training. Payment on the basis of allowable charges may
be made for the professional services rendered to a beneficiary by his/her
attending physician when the attending physician provides personal and identifiable
direction to physicians in training who are participating in the care of the
patient. It is not necessary that the attending physician be personally present
for all services, but the attending physician must be on the provider's premises
and available to provide immediate pers "al assistance and direction if needed.
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(c) Individual, personal services. A teaching physician may be
reimbursed on an allowable charge basis for any individual, identifiable service
rendered to a CHAMPUS beneficiary, so long as the service is a covered service and
is normally reimbursed separately, and so long as the patient records substantiate
the service.

(d) Who mav biyl. The services of a teaching physician must be
billed by the institutional provider when the physician is employed by the provider
or a related entity or under a contract which provides for payment to the physician
by the provider or a related entity. Where the teaching physician has no
relationship with the provider (except for standard physician privileges to admit
patients) and generally treats patients on a fee-for-service basis in the private
sector, the teaching physician may submit claims under his/her own provider number.

(2) Physicians in training. Physicians in training in an approved
teaching program are considered to be "students" and may not be reimbursed directly
by CHAMPUS for services rendered to a beneficiary when their services are provided
as part of their employment (either salaried or contractual) by a hospital or other
institutional provider. Services of physicians in training may be reimbursed on an
allowable charge basis only if:

(a) The physician in training is fully licensed to practice
medicine by the state in which the services are performed, and

(b) The services are rendered outside the scope and
requirements of the approved training program to which the physician in training is
assigned.

D. OTHER BENEFITS

1. General. Benefits may be extended for the allowable charge of those other
covered services and supplies described in this section D., which are provided in
accordance with good medical practice and established standards of quality by those
other authorized providers described in Chapter 6 of this Regulation. Such
benefits are subject to all applicable definitions, conditions, limitations, or
exclusions as otherwise may be set forth in this or other chapters of this
Regulation. To be considered for benefits under this section D., the described
services or supplies must be prescribed and ordered by a physician. Other
authorized individual professional providers acting within their scope of licensure
may also prescribe and order these services and supplies unless otherwise specified
in this section D. For example, durable medical equipment and cardiorespiratory
monitors can only be ordered by a physician.
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2. Billingpractices. To be considered for benefits under this Section D.,
covered services and supplies must be provided and billed for by an authorized
provider as set forth in Chapter 6 of this Regulation. Such billing must be
itemized fully and described sufficiently, even when CHAMPUS payment is determined
under the CHAMPUS DRG-based payment system, so that CHAMPUS can determine whether
benefits are authorized by this Regulation. Except for claims subject to the
CHAMPUS DRG-based payment system, whenever continuing charges are involved, claims
should be submitted to the appropriate CHAMPUS fiscal intermediary at least every
30 days (monthly) either by the beneficiary or sponsor or directly by the
provider. For claims subject to the CHAMPUS DRG-based payment system, claims may
be submitted only after the beneficiary has been discharged or transferred from the
hospital.

3. Other covered services and supplies

a. Blood. If whole blood or plasma (or its derivatives) are provided
and billed for by an authorized institution in connection with covered treatment.
benefits are extended as set forth in section B. of this chapter. If blood is
billed for directly to a beneficiary, benefits may be extended under this section
D. in the same manner as a medical supply.

b. Durable medical equipment

(1) Scope of benefit. Subject to the exceptions in paragraphs (2)
and (3) below, only durable medical equipment (DME) which is ordered by a physician
for the specific use of the beneficiary, and which complies with the definition of
"Durable Medical Equipment" in Chapter 2 of this Regulation, and which is not
otherwise excluded by this Regulation qualifies as a Basic Program benefit.

(2) Cardiorespiratory monitor exception.

(a) When prescribed by a physician who is otherwise eligible as a
CHAMPUS individual professional provider, or who is on active duty with a United
States Uniformed Service, an electronic cardiorespiratory monitor, including
technical support necessary for the proper use of the monitor, may be cost-shared
as durable medical equipment when supervised by the prescribing physician for
in-home use by:

1 An infant beneficiary who has had an apparent
life-threatening event, as defined in guidelines issued by the Director, OCHAMPUS,
or a designee, or,

2 An Infant beneficiary who is a subsequent or multiple birth
biological sibling of a victim of sudden infant death syndrome (SIDS), or,

3 An infant beneficiary whose birth weight
was 1,500 grams or less, or,

4 An infant beneficiary who is a pre-term infant with
pathologic apnea. as defined in guidelines issued by the Director, OCHAMPUS, or a
designee, or,
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(3) Newborn patient in his or her own right. When a newborn infant
remains as an inpatient in his or her own right (usually after the mother is
discharged), the newborn child becomes the beneficiary and patient and the
extended inpatient stay becomes a separate inpatient admission. In such a
situation, a new, separate inpatient cost-sharing amount is applied. If a multiple
birth is involved (such as twins or triplets) and two or more newborn infants
become patients in their own right, a separate inpatient cost-sharing amount must
be applied to the inpatient stay for each newborn child who has remained as an
inpatient in his or her own right.

c. Outpatient cost-sharing. Dependents of active duty members of the
Uniformed Services or their sponsors are responsible for payment of 20 percent of
the CHAMPUS-determined allowable cost or charge beyond the annual fiscal year
deductible amount (as described in paragraph F.2.a. of this chapter) for otherwise
covered services or supplies provided on an outpatient basis by authorized
"providers.

d. Ambulatory surgery. Notwithstanding the above provisions pertaining
to outpatient cost-sharing, dependents of active duty members of the Uniformed
Services or their sponsors are responsible for payment of $25 for surgical care
that is authorized and received while in an outpatient status and that has been
designated in guidelines issued by the Director, OCHAMPUS, or a designee.

e. Psychiatric partial hospitalization services. Institutional and
professional services provided under the psychiatric partial hospitalization
program authorized by paragraph B.10. of this chapter shall be cost-shared as
inpatient services.

3. Retirees, dependents of retirees, dependents of deceased active duty
members, and dependents of deceased retirees. CHAMPUS beneficiary liability
set forth for retirees, dependents of retirees, dependents of deceased active
duty members, and dependents of deceased retirees is as follows:

a. Annual fiscal year deductible for outpatient services or sup-
plies. The annual fiscal year deductible for otherwise covered outpatient
services or supplies provided retirees, dependents of retirees, dependents of
deceased active duty members, and dependents of deceased retirees, is the same as
the annual fiscal year outpatient deductible applicable to dependents of active
duty members of rank E-5 or above (refer to paragraph F.2.a.(l) or (2) of this
chapter).

b. Inpatient cost-sharing. Cost-sharing amounts for inpatient
services shall be as follows:

(1) Services subject to the CHAMPUS DRG-based payment system. The
cost-share shall be the lesser of an amount calculated by multiplying a per diem
amount for each day of the hospital stay except the day of discharge or 25 percent
of the hospital's billed charges. The per diem amount shall be calculated so that
total cost-sharing amounts for these beneficiaries is equivalent to 25 percent of
the CHAMPUS-determined allowable costs for covered services or supplies provided
on an inpatient basis by authorized providers. The per diem amount shall be
published annually by CHAMPUS.

(2) Services subject to the mental health per diem payment system.
The cost-share is dependent upon whether the hospital is paid a hospital-specific
per diem or a regional per diem under the provisions of subsection A.2. of Chapter
14. With respect to care paid for on the basis of a hospital-specific per diem,
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the cost-share shall be 25Z of the hospital-specific per diem amount. For care
paid for on the basis of a regional per diem, the cost share shall be the lower of
a fixed daily amount or 25Z of the hospital's billed charges. The fixed daily
amount shall be 25% of the per diem adjusted so that total beneficiary cost-shares
will equal 252 of total payments under the mental health per diem payment system.
This fixed daily amount shall be updated annually and published in the Federal
Register along with the per diems published pursuant to subparagraph A.2.d.(2) of
Chapter 14.

(3) Other services. For services exempt from the CHAMPUS DRG-based
payment system and the CHAMPUS mental health per diem payment system and services
provided by institutions other than hospitals, the cost-share shall be 25Z of the
CHAMPUS-determined allowable charges.

c. Outpatient cost-sharing.

(1) For services other than ambulatogr suriery services. Retirees,
dependents of retirees, dependents of deceased active duty members, and dependents
of deceased retirees are responsible for payment of 25 percent of the CHAMPUS-
determined allowable costs or charges beyond the annual fiscal year deductible
amount (as described in paragraph F.2.a. of this chapter) for otherwise covered
services or supplies provided on an outpatient basis by authorized providers.

(2) For services subject to the ambulatory__surgery payment method.
For services subject to the ambulatory surgery payment method set forth in Chapter
14 D., of this regulation, the cost share shall be the lesser of: 25 percent of
the payment amount provided pursuant to Chapter 14.D.; or 25 percent of the
center's billed charges.

d. Psychiatric partial hospitalization services. Institutional and
professional services provided under the psychiatric partial hospitalization
program authorized by paragraph B.i0. of this chapter shall be cost-shared as
inpatient services.

4. Former spouses. CHAMPUS beneficiary liability set forth for former
spouses eligible under the provisions of paragraph B.2.b. of Chapter 3 is as
follows:

a. Annual fiscal year deductible for outpatient services or supplies.
An eligible former spouse is responsible for the payment of the first $150 of the
CHAMPUS-determined reasonable costs or charges for otherwise covered outpatient
services or supplies provided in any one fiscal year. (Except for services re-
ceived prior to April 1, 1991, the deductible amount is $50.00). The former
spouse cannot contribute to, nor benefit from, any family deductible of the member
or former member to whom the former spouse was married or of any CHAMPUS-eligible
children.

b. Inlpatient cost-sharnrg. Eligible former spouses are responsible for
the payment of cost-sharing amounts the same as those required for retirees.
dependents of retirees, dependents of deceased active duty members, and dependents
of deceased retirees.

C. 0-upatient cost-sharing. Eligible former spouses are responsible
for payment of 25 percent of the CHAMPUS-determined reasonable costs or charges
beyond the annual fiscal year deductible amount for otherwise covered services or
supplies provided on an outpatient basis by authorized providers.
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5. Cost-Sharing under the Military-Civilian Health Services Partnership
Program. Cost-sharing is dependent upon the type ot partnership program entered
into, whether external or internal. (See section P. of Chapter 1, for general
requirements of the Military-Civilian Health Services Partnership Program.)

a. External Partnership A_&Kreement. Authorized costs associated with the
use of the civilian facility will be financed through CHAMPUS under the normal
cost-sharing and reimbursement procedures applicable under CHAMPUS.

b. Internal Partnership Agreement. Beneficiary cost-share under
internal agreements will be the same as charges prescribed for care in
military treatment facilities.

6. Amounts over CHAMPUS-determined allowable costs or charges. It is the
responsibility of the CHAMPUS fiscal intermediary to determine allowable costs for
services and supplies provided by hospitals and other institutions and allowable
charges for services and supplies provided by physicians, other individual
professional providers, and other providers. Such CHAMPUS-determined allowable
costs or charges are made in accordance with the provisions of Chapter 14. All
CHAMPUS benefits, including calculation of the CHAMPUS or beneficiary cost-sharing
amounts, are based on such CHAMPUS-determined allowable costs or charges. The
effect on the beneficiary when the billed cost or charge is over the
CHAMPUS-determined allowable amount is riependent upon whether or not the
applicable claim was submitted on a participating basis on behalf of the
beneficiary or submitted directly by the beneficiary on a nonparticipating basis
and on whether the claim is for inpatient hospital services subject to the CHAMPUS
DRG-based payment system. This provision applies to all classes of CHAMPUS
beneficiaries.

NOTE: When the provider "forgives" or "waives" any beneficiary liability, such
as amounts applicable to the annual fiscal year deductible for outpatient
services or supplies, or the inpatient or outpatient cost-sharing as
previously set forth in this section, the CHAMPUS-determined allowable
charge or cost allowance (whether payable to the CHAMPUS beneficiary or
sponsor, or to a participating provider) shall be reduced by the same
amount.

a. Particiinatiproviders. There are several circumstances under
which institutional and individual providers may be Participating Providers,
either on a mandatory basis or a voluntary basis. See Chapter 6, A.8. A
Participating Provider, whether participating for all claims or on a
claim-by-claim basis, must accept the CHAMPUS-determined aliowable amount as
payment in full for the medical services or supplies provided, and must accept the
amount paid by CHAMPUS or the CHAMPUS payment combined with the cost-sharing and
deductible amounts paid by or on behalf of the beneficiary as payment in full for
the covered medical services or supplies. Therefore. when costs or charges are
submitted on a participating basis, the patient is not obligated to pay any
amounts disallowed as being over the CHAMPUS-determined allowable cost or charge
for authorized services or supplies.

b. Nnprtjicipat ingproviders. Nonparticipating providers are those
providers who do not agree on the CHAMPUS claim form tu participate and thereby do
not agree to accept the CHAMPUS-determined allowable costs or charges as the full
charge. For otherwise covered services and supplies provided by such
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nonparticipating CHAMPUS providers, payment is made directly to the beneficiary or
sponsor and the beneficiary is liable under applicable law for any amounts over
the CHAMPUS-determined allowable costs or charges. CHAMPUS shall have no

responsibility for any amounts over allowable costs or charges as determined by
CHAMPUS.

7. [Reserved]

8. Cost-sharing for services provided under special discount arrangements.

a. General rule. With respect to services determined by the Director,
OCHAMPUS (or designee) to be covered by Chapter 14, section I., the Director,
OCHAMPUS (or designee) has authority to establish, as an exception to the
cost-sharing amount normally required pursuant to this chapter, a different
cost-share amount that appropriately reflects the application of the statutory
cost-share to the discount arrangement.

b. Specific applications. The following are examples of applications
of the general rule; they are not all inclusive.

(1) In the case of services provided by individual health care
professionals and other noninstitutional providers, the cost-share shall be the
usual percentage of the CHAMPUS allowable charge determined under Chapter 14,
section I.

(2) In the case of services provided by institutional providers
normally paid on the basis of a pre-set amount (such as DRG-based amount under
Chapter 14, section A.1. or per-diem amount under Chapter 14, section A.2.), if
the discount rate is lower than the pre-set rate, the cost-share amount that would
apply for a beneficiary other than an active duty dependent pursuant to the normal
pre-set rate would be reduced by the same percentage by which the pre-set rate was
reduced in setting the discount rate.

9. Waiver of deductible amounts or cost-sharing not allowed.

a. General rule. Because deductible amounts and cost sharing are
statutorily mandated, except when specifically authorized by law (as determined by
the Director, OCHAMPUS), a provider may hot waive or forgive beneficiary liability
for annual deductible amounts or inpatient or outpatient cost-sharing, as set
forth in this chapter.

b. Exception for bad debts. This general rule is not violated in cases
in which a provider has made all reasonable attempts to effect collection, without
success, and determines in accordance with generally accepted fiscal management
standards that the beneficiary liability in a particular case is an uncollectible
bad debt.

c. Remedies for noncompliance. Potential remedies for noncompliance
with this requirement include:

(1) A claim for services regarding which the provider has waived
the beneficiary's liability may be disallowed in full, or, alternatively, the
amount payable for such a claim may be reduced by the amount of the beneficiary
liability waived.
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(2) Repeated noncompliance with this requirement is a basis for

exclusion of a provider.

G. EXCLUSIONS AND LIMITATIONS

In addition to any definitions, requirements, conditions, or limitations
enumerated and described in other chapters of this Regulation, the following
specifically are excluded from the Basic Program:

1. Not medicallyoKpsJchglogicall ynecessary. Services and supplies

* that are not medically or psychologically necessary for the diagnosis or
treatment of a covered illness (including mental disorder) or injury, for
the diagnosis and treatment of pregnancy, or for well-baby care except as provided n

* ~ .ie the following paragraph.

2. Unnecessarýy dignostic tests. X-ray, laboratory, and pathological
services and machine diagnostic tests not related to a specific illness or
injury or a definitive set of symptoms except for cancer screening mammography and
cancer screening papanicolaou (PAP) smears provided under the terms and conditions
contained in the guidelines adopted by the Director*, OCHAMPUS.

3. Instituttional level of care. Services and supplies related to in-
patient stays in hospitals or other authorized institutions above the appro-
priate level required to provide necessary medical care.

4. Diagnostic admission. Services and supplies related to an inpatient
admission primarily to perform diagnostic tests, examinations, and procedures
that could have been and are performed routinely on an outpatient basis.
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NOTE: If it is determined that the diagnostic x-ray, laboratory,
and pathological services and machine tests performed
during such admission were medically necessary and would
have been covered if performed on an outpatient basis,
CHAMPUS benefits may be extended for such diagnostic pro-
cedures only, but cost-sharing will be computed as if
performed on an outpatient basis.

5. Unnecessarypstpartum inpatient stay, mother or newborn. Postpartum
inpatient stay of a mother for purposes of staying with the newborn infant
(usually primarily for the purpose of breast feeding the infant) when the infant
(but not the mother) requires the extended stay; or continued inpatient stay of a
newborn infant primarily for purposes of remaining with the mother when the mother
(but not the newborn infant) requires extended postpartum inpatient stay.

6. Therapeutic absences. Therapeutic absences from an inpatient facility,
except when such absences are specifically included in a treatment plan approved
by the Director, OCHAMPUS, or a designee. For cost-sharing provisions refer to
Chapter 14, paragraph F.3.

7. Custodial care. Custodial care regardless of where rendered, except as
otherwise specifically provided in paragraphs E.12.b., E.12.c. and E.12.d. of this
chapter.

8. Domiciliary care. Inpatient stays primarily for domiciliary care

purposes.

9. Rest or rest cures. Inpatient stays primarily for rest or rest cures.

10. Amounts above allowable costs or char~ts. Costs of services and supplies
to the extent amounts billed are over the CHAMPUS determined allowable cost or
charge, as provided for in Chapter 14.

11. No leo--al oblig_ation to pay, no _!harge would be made. Services or
supplies for which the beneficiary or sponsor has no legal obligation to pay; or
for which no charge would be made if the beneficiary or sponsor was not eligible
under CHAMPUS, or whenever CHAMPUS is a secondary payer for claims subject to the
CHAMPUS DRG-based payment system, amounts, when combined with the primary payment,
which would be in excess of charges (or the amount the provider is obligated to
accept as payment in full, if it is less than the charges).

12. Furnished without charge. Services or supplies furnished without charge.

13. Furnished by local, state_,__or Federal Government. Services and supplies
paid for, or eligible for payment, directly or indirectly by a local, state, or
Federal Government, except as provided under CHAMPUS, or by government hospitals
serving the general public, or medical care provided by a Uniformed Servicp
medical care facility, or benefits provided under title XIX of the Social Security
Act (Medicaid) (reference (h)) (refer to Chapter 8 of this Regulation).

14. Study, grant, or research programs. Services and supplies provided as a
part of or under a scientific or medical study, grant, or research program.
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d. Rh immune globulin.

e. Genetic tests as specified in paragraph E.3.b. of this chapter.

f. Immunizations and physical examinations provided when required in
the case of dependents of active duty military personnel who are traveling outside
the United States as a result of an active member's duty assignment and such
travel is being performed under orders issued by a Uniformed Service.

g. Screening mammography for asymptomatic women 35 years of age and
older when provided under the terms and conditions contained in the guidelines
adopted by the Director OCHAMPUS.

h. Cancer screening papanicolaou (PAP) smear for women who are or have
been sexually active, and women 18 years of age and older under the terms and
conditions contained in the guidelines adopted by the Director, OCHAMPUS.

38. Chiropractors and naturopaths. Services of chiropractors and naturopaths
whether or not such services would be eligible for benefits if rendered by an
authorized provider.

39. Counseling. Counseling services that are not medically necessary in the
treatment of a diagnosed medical condition: for example, educational counseling,
vocational counseling, nutritional counseling, counseling for socio-economic
purposes, diabetic self-education programs, stress management, life style
modification, etc. Services provided by a certified marriage and family
therapist, pastoral or mental health counselor in the treatment of a mental. disorder are covered only as specifically provided in Chapter 6. Services
provided by alcoholism rehabilitation counselors and certified addiction
counselors are covered only when rendered in a CHAMPUS-authorized treatment
setting and only when the cost of those services is included in the facility's
CHAMPUS-determined allowable cost-rate.

40. Acupuncture. Acupuncture, whether used as a therapeutic agent or as an
anesthetic.

41. Hair transplants, wigs, or hairpieces

NOTE: In accordance with Section 744 of the DoD Appropriation Act
for 1981 (reference (o)), CHAMPUS coverage for wigs or hair-
pieces is permitted effective December 15, 1980, under the
conditions listed below. Continued availability of benefits will
depend on the language of the annual DoD Appropriation Acts.

a. Benefits provided. Benefits may be extended, in accordance with the
CHAMPUS-determined allowable charge, for one wig or hairpiece per beneficiary
(lifetime maximum) when the attending physician certifies that alopecia has

resulted from treatment of a malignant disease and the beneficiary certifies that
a wig or hairpiece has not been obtained previously through the U.S. Government
(including the Veterans Administration).

b. Exclusions. The wig or hairpiece benefit does not include coverage
for the following:

(1) Alopecia resulting from conditions other than treatment of
malignant disease.
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(2) Maintenance, wig or hairpiece supplies, or replacement of
the wig or hairpiece.

(3) Hair transplants or any other surgical procedure involving
the attachment of hair or a wig or hairpiece to the scalp.

(4) Any diagnostic or therapeutic method or supply intended to
encourage hair regrowth.

42. Education or training. Self-help, academic education or vocational
training services and supplies, unless the provisions of Chapter 4, paragraph
B.l.e., relating to general or special education, apply.

43. ExerciselRelaxation/Comfort Devices. Exercise equipment, spas,
whirlpools, hot tubs, swimming pools, health club membership or other such
charges or items.

44. Exercise. General exercise programs, even if recommended by a
physician and regardless of whether or not rendered by an authorized provider.
In addition, passive exercises and range of motion exercises also are excluded,
except when prescribed by a physician and rendered by a physical therapist
concurrent to, and as an integral part of, a comprehensive program of physical
therapy.

45. Audiologist, speech therapist. Services of an audiologist or speech
therapist, except when prescribed by a physician and rendered as a part of
treatment addressed to the physical defect itself and not to any educational or
occupational deficit.

46. Vision care. Eye exercises or visual training (orthoptics).

47. Kyeand heering examinations. Eye and hearing examinations except as
specifically provided in paragraph C.2.p. of this chapter or except when
rendered in connection with medical or surgical treatment of a covered illness
or injury. Vision and hearing screening in connection with well-baby care is
not excluded.

48. Prosthetic devices. Prostheses, except artificial limbs and eyes, or
if an item is inserted surgically in the body as an integral part of a surgical
ptocedure. All dental prostheses are excluded, except for those specifically
required in connection with otherwise covered orthodontia directly related to
the surgical correction of a cleft palate anomaly.

49. Orthopedic shoes. Orthopedic shoes, arch supports, shoe inserts, and
other supportive devices for the feet, including special-ordered, custom-made
built-up shoes, or regular shoes later built up.

50. Eye&lasses. Eyeglasses, spectacles, contact lenses, or uther optical
devices, except as specifically provided under subsection E.6. of this chapter.

51. Hearing aids. Hearing aids or other auditory sensory enhancing
devices.
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52. Telephonic services. Services or advice rendered by telephone or
other telephonic device, including remote monitoring, except for
transtelephonic monitoring of cardiac pacemakers.

53. Air conditioners, humidifiers, dehumidifiers, and purifiers.

54. Elevators or chair lifts.

55. Alterations. Alterations to living spaces or permanent features
attached thereto, even when necessary to accommodate installation of covered
durable medical equipment or to facilitate entrance or exit.

56. Clothing. Items of clothing or shoes, even if required by virtue of
an allergy (such as cotton fabric as against synthetic fabric and vegetable
dyed shoes).

57. Food, food substitutes. Food, food substitutes, vitamins, or other
nutritional supplements, including those related to prenatal care.
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CHAPTER 5
PROGRAM FOR THE HANDICAPPED (PFTH)

A. GENERAL

The PFTH is essentially a program of financial assistance for military personnel
on active duty whose spouses or children may be moderately or severely mentally
retarded or seriously physically handicapped and in need of specialized
institutional care, training, or rehabilitation, and the required services are not
available from public institutions or agencies. The PFTH was established by
Congress to he a source of financial assistance when an active duty member's
handicapped dependents, by virtue of residency laws, have been excluded from
appropriate publicly operated programs or institutions tor the handicapped. There
is, therefore, a requirement that all local resources must be considered and those
determined as adequate be utilized first, before an application for coverage under
the PFTH will be acted on by the Director, OCHAMPUS, or a designee. There is a
further requirement that all institutional care otherwise authorized be provided in
not-for-profit CHAMPUS-approved institutions. Coverage for any services or supplies
under the PFTH requires prior approval.

1. Phhpsical or mental examinations. The Director, OCHAMPUS, or a designee,
may request a beneficiary to submit to one or more appropriate medical (including
psychiatric) examinations to determine the beneficiary's entitlement to benefits for
which application has been made or for otherwise authorized services and supplies
required in the proposed management plan for the handicapped dependent. When such
an examination has been requested, CHAMPUS will withhold payment of any pending
claim or claims or preauthorization requests on that particular beneficiary. If the
beneficiary or sponsor does not agree to the requested examination, or unless
prevented by a medical reason acceptable to CHAMPUS, the examination is not

performed within 90 days of the initial request, all pending claim or claims for
services and supplies will be denied. A denial of payments for such services or
supplies provided before and related to the request for a physical examination is
not subject to reconsideration. The cost of the examination or examinations will be
at the
expense of CHAMPUS (including any related beneficiary transportation costs). The
examination or examinations may be performed by a physician or physicians in a
Uniformed Services medical facility or by an appropriate civilian physician, as
determined and selected by the Director, OCHAMPUS, or a designee, who is responsible
for making such arrangements as are necessary.

2. Right to information. As a condition precedent to the provision of
benefits hereunder, OCHAMPUS or CHAMPUS fiscal intermediaries shall be entitled to
receive information from a physician or hospital or other person, institution, or
organization (including a local, state, or Federal Government agency) providing
services or supplies to the beneficiary for which claims or requests for approval
for benefits are submitted. Such information and records may relate to the
attendance, testing, monitoring, examination, diagnosis of, treatment rendered, or
services and supplies furnished to, a beneficiary qnd shall be necessary for the
accurate and efficient administration of CHAMPUS benefits. In addition, before a
determination on a request for preauthorization or claim of benefits is made, a
beneficiary or sponsor must provide particular additional information relevant to
the requested determination, when necessary. The recipient of such information
shall in every case hold such records confidential except when (a) disclosure of
such information is authorized specifically by the beneficiary:
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(h) disclosure is necessary to permit authorized governmental officials to
investigate and prosecute criminal actions; or (c) disclosure is authorized or
required specifically under the terms of the Privacy or Freedom of Information Acts
(references (i), (j), and (k)) (refer to section M. of Chapter l'of this
Regulation). For the purposes of determining the applicability of and implementing
the provisions of chapters 8, 11 and 12, or any provision of similar purpose of any
other medical benefits coverage or entitlement, OCHAMPUS or CHAMPUS fiscal
intermediaries, without consent or notice to any beneficiary or sponsor, may release
to any insurance company or other organization, government agency, provider, or
other entity any information with respect to any beneficiary when such release
constitutes a routine use duly published in the Federal Register in accordance with
the Privacy Act (reference (k)). Before a beneficiary's or sponsor's claim of
benefits will be adjudicated, the beneficiary or sponsor must furnish to CHAMPUS
that information which reasonably may be expected to be in his or her possession and
that is necessary to make the benefit determination. Failure to provide the
requested information may result in denial of the claim.

3. Claims filing deadline. For all services provided on or after January 1,
1993, to be considered for benefits, all claims submitted for benefits must, except
as provided in Chapter 7, of this regulation, be filed with the appropriate CHAMPUS
contractor no later than one year after the services are provided. Unless the
requirement is waived, failure to file a claim within this deadline waives all
rights to benefits for such services or supplies.

4. Eligibility for benefits

a. E liLibilityriteria. Eligibility criteria for CHAMPUS generally are
contained in Chapter 3 of this Regulation. However, coverage under the PFTH
includes and is further limited to:

(1) The dependents, as defined in Chapter 3 but excluding former
spouses, of a member of one of the Unifotmed Services who is under call or order to
active duty that does not specify a period of 30 days or less, who are moderately or
severely mentally retarded or who have a serious physical handicap; or

(2) The dependents of a deceased active duty service member who died
after January 1, 1967, while eligible for receipt of hostile fire pay or from a
disease or injury incurred while eligible for such pay, who are under 21 years of
age, and who otherwise meet the criteria of subparagraph A.4.a.(1), above, and were
receiving benefits under the PFTH at the time of said member's death.

b. Sponsor ceases to be active duty member. When the sponsor ceases to
be an active duty member because of death, benefits under the PFTH may be continued
through the last day of the calendar month following the month in which the
sponsor's death occurred. When the sponsor ceases to be an active duty member for
any other reason, such as retirement, separation, or deserter status, benefits under
the PFTH cease as of 12:01 a.m. of the day following the day the status of the
sponsor changes. Exception is made only for those spouses and children under 21
years of age of deceased members
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6. Exclusion of beneticiaryjliabilitj. In connection with certain utilization
review, quality assurance and preauthorization requirements of Chapter 4, providers
may not hold patients liable for payment for certain services for which CHAMPUS
payment is disallowed. With respect to such services, providers may not seek
payment from the patient or the patient's family. Any such effort to seek payment
is a basis for terminatecn of the provider's authorized status.

7. Provider required. In order to be considered for benefits, all services
and supplies shall be rendered by, prescribed by, or furnished at the direction of,
or on the order of a CHAMPUS-authorized provider practicing within the scope of his
or her license.

8. Participating providers.

a. In general. A Participating Provider is an individual or institu-
tional provider that has agreed to accept the CHAMPUS-determined allowable amount
as payment in full for the medical services and supplies provided to the CHAMPUS
beneficiary, and has agreed to accept the amount paid by CHAMPUS or the CHAMPUS
payment combined with the cost-sharing and deductible amounts paid by, or on be-
half of, the beneficiary as full payment for the covered medical services or
supplies. In addition, Participating Providers submit the appropriate claims
forms to the appropriate CHAMPUS contractor on behalf of the benefiLiar",. There
are several circumstances under which providers are Participating Providers.

b. Mandatory participation Medicare-participating hospitals are required
by law to be Participating Providers on all inpatient claims under CHAMPUS.
Hospitals that are not Medicare-participating providers but are subject to the
CHAMPUS DRG-based payment system or the CHAMPUS mental health payment system (see
Chapter 14.A.), must sign agreements to participate on all CHAMPUS inpatient claims
in order to be authorized providers under CHAMPUS.

c. Participating Provider Program.

(1) In general. An institutional provider not required to participate
pursuant to paragraph A.8.b, of this chapter and any individual provider may become
a Participating Provider by signing a Participating Provider agreement. In such an
agreement, the provider agrees that all CHAMPUS claims filed during the time period
covered by the agreement will be on a participating basis.

(2) Agreement re uired. Under the Participating Provider Program, the
provider must sign an agreement or memorandum of understanding under which the
provider agrees to become a Participating Provider. Such an agreement may be with
the nearby military treatment facility, a CHAMPUS contractor, or other authorized
official. Such an agreement may include other provisions pertaining to the
Participating Provider Program. The Director, OCHAMPUS shall establish a standard
model agreement and other procedures to promote uniformity in the administration of
the Participating Provider Program.

(3) Relationshij to other activities. Participating Provider agreements
may include other provisions, such a, provisions regarding discounts (see Chapter
14.1) or other provisions in connection with the delivery and financing of health
care services, as authorized by this chapter or other DoD Directives or
Instructions. Participating Provider agreement provisions may also be incorporated
into other types of agreements, such as preferred provider arrangements where
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such arrangements are established under CHAMPUS.

d. Claim-by-claim-participation. Institutional and individual providers
that are not participating providers pursuant to paragraphs A.8.b., or c., of this
chapter, may elect to participate on a claim-by-claim basis. They may do so by
signing the appropriate space on the claims form and submitting it to the
appropriate CHAMPUS contractor on behalf of the beneficiary.

9. Limitation to authorized institutional provider designation. Authorized
institutional provider status granted to a specific institutional provider applicant
does not extend to any institution-affiliated provider, as defined in Chapter 2 of
this Regulation, of that specific applicant.

10. Authorized provider. A hospital or institutional provider, physician, or
other individual professional provider, or other provider of services or supplies
specifically authorized in this chapter to provide benefits under CHAMPUS. In
addition, to be an authorized CHAMPUS provider, any hospital which is a CHAMPUS
participating provider under Section A.7. of this chapter, shall be a participating
provider for all care, services, or supplies furnished to an active duty member of
the uniformed services for which the active duty member is entitled under title 10,
United States Code, section 1074(c). As a participating provider for active duty
members, the CHAMPUS authorized hospital shall provide such care, services, and
supplies in accordance with the payment rules of Chapter 16. The failure of any
CHAMPUS participating hospital to be a participating provider for any active duty
member subjects the hospital to termination of the hospital's status as a CHAMPUS
authorized provider for failure to meet the qualifications established by this
chapter.

11. Submittal of claims by provider required.

a. General rule. Unless waived pursuant to paragraph A.ll.b., of this chap-
ter, every CHAMPUS-authorized institutional and individual provider is required to
submit CHAMPUS claims to the appropriate CHAMPUS contractor on behalf of the
beneficiary for all services and supplies. In addition, the provider may not
impose any charge relating to completing and submitting the applicable claim form
(or any other related information). (Although CHAMPUS encourages provider
participation, this paragraph A.11., requires only the submission of claim forms by
providers on behalf of beneficiaries; it does not require that providers accept
assignment of beneficiaries' claims or become participating providers.)

b. Waiver ýf claims submission rquirement. The requirement that providers
submit claims on behalf of beneficiaries may be waived in circumstances set foLth
in this paragraph A.l1.b. A decision by the Director, OCHAMPUS to waive or not
to waive the requirement in any particular circumstance is not subject to the
appeal and hearing procedures of Chapter 10 of this regulation.

(1) General requirement for waiver. The requirement that providers submit
claims on behalf of beneficiaries may be waived by the Director, OCHAMPUS when the
Director detetmines that the waiver is necessary in order to ensure adequate access
for CHAMPUS beneficiaries to health care services. However, the requirement may
not be waived for Participating Providers (see paragraph A.8., of this chapter).

(2) Blanket waiver for provider outside the United States. The requirement 6
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that providers submit claims is waived with respect to providers outside the United
States (the United States includes Puerto Rico for this purpose).

(3) Blanket waiver in double coverage cases. The requirement that providers
submit claims is waived in cases in which another insurance plan or program
provides primary coverage for the services.

(4) Waivers for *par.ticular cate_goriesof-care. The Director, OCHAMPUS may
waive the requirement that providers submit claims if the Director determines that
available evidence clearly shows that the requirement would impair adequate access.
For this purpose, such evidence may include consideration of the number of
providers in the locality who provide the affected services, the number of such
providers who are CHAMPUS Participating Providers, the number of CHAMPUS
beneficiaries in the area, and other relevant factors. Providers or beneficiaries
in a locality may submit to the Director, OCHAMPUS a petition, together with
appropriate documentation regarding relevant factors, for a determination that
adequate access would be impaired. The Director, OCHAMPUS will consider and
respond to all such petitions. The Director, OCHAMPUS may establish procedures
for handling such petitions.

(5) Case-by-case waivers. On a case-by-case basis, the Director, OCHAMPUS may
waive the provider's obligation to submit that claim if the Director determines
that a waiver in that case is necessary in order to ensure adequate access for
CHAMPUS beneficiaries to the health care services involved. Such case-by-case
waivers may be requested by providers or beneficiaries pursuant to procedures
established by the Director.

c. Remedies for noncompliance.

(1) In any case in which a provider fails to submit a claim, or charges an
administrative fee for filing a claim (or any other related information), in
violation of the requirements of this paragraph A.11., the amount that would
otherwise be allowable for the claim shall be reduced by ten percent, unless the
reduction is waived by the Director, OCHAMPUS based on special circumstances. The
amount disallowed by such a reduction may not be billed to the patient (or the
patient's sponsor or family).

(2) Repeated failures by a provider to comply with the requirements of this
paragraph A.11., shall be considered abuse and/or fraud and grounds for exclusion
or suspension of the provider under Chapter 9., of this regulation.

12. Balance billing limits.

a. InLgeneral. Individual providers who are not participation providers may
not balance bill a beneficiary an amount which exceeds the applicable billing
limit. The balance billing limit shall be the same percentage as the Medicare
limiting charge petcentage for nonparticipating physicians.

1. Waiver. The balance billing limit may bf waived by the Director. OCHAHPtTS
on a case-by-case ha. is ii requested by a CIGAMPUS benieiciaty. A decision by the
Director, OCHAMPUS to waive or not to waive the limit in any particular case is not
subject to the appeal and hearing procedures in Chapter 10. , of this regulatio',.

c. Compliance. Failure to, compily with the baJance billing limit shall he
considered abuse and/or fraud and grounds for exclusion or suspension of the
provider under Chapter 9., of this regulation.
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B. INSTITUTIONAL PROVIDERS

1. General. Institutional providers are those providers who bill for services
in the name of an organizational entity (such as hospital and skilled
nursing facility), rather than in the name of a person. The term "institutional
provider" does not include professional corporations or associations qualifying as a
domestic corporation under section 301.7701-5 of the Internal Revenue Service
Regulations (reference (cc)), nor does it include other corporations that provide
principally professional services. Institutional providers may provide medical
services and supplies on either an inpatient or outpatient basis.

a. Preauthorization. P-eauthorization may be required by the Director,
OCHAMPUS for any health care service for which payment is sought under CHAMPUS.
(See Chapters 4 and 15 for further information on preauthorization requirements.)

b. Billing practices.

(1) Each institutional billing, including those institutions subject
to the CHAMPUS DRG-based reimbursement method or a CHAMPUS-determined all-inclusive
rate reimbursement method, must be itemized fully and sufficiently descriptive for
the CHAMPUS to make a determination of benefits.

(2) Institutional claims subject to the CHAMPUS DRG-based
reimbursement method or a CHAMPUS-determined all-inclusive rate reimbursement
method, may be submitted only after the beneficiary has been discharged or
transferred from the institutional provider's facility or program.

(3) Institutional claims for Residential Treatment Centers and all
other institutional providers, except those listed in subparagraph (2) above, should
be submitted to the appropriate CHAMPUS fiscal intermediary at least every 30 days.

c. Medical records. Institutional providers must provide adequate
contemporaneous clinical records to substantiate that specific care was actually
furnished, was medically necessary, and appropriate, and to identify the
individual(s) who provided the care. The minimum requirements for medical record
documentation are set forth by the following:

(1) The cognizant state licensing authority;

(2) The Joint Commission on Accreditation of Healthcare Organizations
(JCAHO), or other health care accreditation organizations as may be approptiate:

I
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(i) Professional staff. The center's professional staff is
legally and professionally qualified for the performance of their professional
responsibilities.

(j) Medical records. The center maintains full and complete
written documentation of the services rendered to each woman admitted and each
newborn delivered. A copy of the informed consent document required by subparagraph
(c), above, which contains the original signature of the CHAMPUS beneficiary, signed
and dated at the time of admission, must be maintained in the medical record of each
CHAMPUS beneficiary admitted.

(k) qualit _assurance. The center has an organized program for
quality assurance which includes, but is not limited to, written procedures for
regularly scheduled evaluation of each type of service provided, of each mother or
newborn transferred to a hospital, and of each death within the facility.

(i) Governance and administration. The center has a governing
body legally responsible for overall operation and maintenance of the center and a
full-time employee who has authority and responsibility for the day-to-day operation
of the center.

1. Psychiatric partial hospitalization programs. Psychiatric partial
hospitalization programs must be either a distinct part of an otherwise authorized
institutional provider or a freestanding program. The treatment program must be
under the general direction of a psychiatrist employed by the partial
hospitalization program to ensure medication and physical needs of all the patients
are considered. The primary or attending provider must be a CHAMPUS authorized
mental health provider, operating within the scope of his/her license. These
categories include physicians, clinical psychologists, certified psychiatric nurse
specialists, clinical social workers, marriage and family counselors, pastoral
counselors and mental health counselors. CHAMPUS reimbursement is limited to
programs complying with all requirements of Chapter 4, paragraph B.1O. In addition,
in order for a partial hospitalization program (PHP) to be authorized, the PHP shall
comply with the following requirements:

(1) The PHP shall comply with the CHAMPUS Standards for Partial
Hospitalization Programs and Facilities, as promulgated by the Director, OCHAMPUS.

(2) The PHP shall be specifically accredited by and remain in
substantial compliance with standards issued by the Joint Commission on
Accreditation of Healthcare Organizations under the Mental Health Manual (formprly
the Consolidated Standards). NOTE: A one-time grace period is being allowed not to
exceed October 1, 1994 for this provision only it the provider is already
accredited under the JCAHO hospital standards. The provider must agree not to

I accept any new admissions for CHAMPUS patients for care beyond October 1, 1994, if I
accreditation and substantial compliance with the Mental Health Manual standards
have not been obtained by that date.

(3) The PHP shall be licensed as *a partial hospitalization program to
provide PHP services within the applicable jurisdiction in which it operates.

(4) The PHP shall accept the CHAMPUS-allowable partial
hospitalization program rate, as provided in Chapter 14, paragraph A.2.i., as
payment in full for services provided. 6-23
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(5) The PHP shall comply with all requirements of this section
app,±icable to institutional providers generally concerning preauthorization,
concurrent care review, claims processing, beneficiary liability, double coverage,
utilization and quality review and other matters.

(6) The PHP must be fully operational and treating patients for a
period of at least six months (with at least 30 percent minimum patient census)
before an application for approval may be submitted. The PHP shall not be
considered a CHAMPUS-authorized provider nor may any CHAMPUS benefits be paid to the
facility for any services provided prior to the date the facility is approved by the
Director, OCHAMPUS, or designee.

(7) All mental health services must be provided by a
CHAMPUS-authorized mental health provider. (Exception: PHPs that employ
individuals with master's or doctoral level degrees in a mental health discipline
who do not meet the licensure, certification and experience requirements for a
qualified mental health provider but are actively working toward licensure or
certification, may provide services within the all-inclusive per diem rate but the
individual must work under the clinical supervision of a fully qualified mental
health provider employed by the PHP.] All other program services shall be provided
by trained, licensed staff.

(8) The PHP shall ensure the provision of an active family therapy
treatment component which assures that each patient and family participate at least
weekly in family therapy provided by the institution and rendered by a CHAMPUS
authorized mental health provider.

(9) The PHP must have a written agreement with at least one backup
CHAMPUS-authorized hospital which specifies that the hospital will accept any and
all CHAMPUS beneficiaries transferred for emergency mental health or
medicallsurgical care. The PHP must have a written emergency transport agreement
with at least one ambulance company which specifies the estimated transport time to
each backup hospital.

(10) The PHP shall enter into a participation agreement with the
Director, OCHAMPUS, which shall include but which shall not be limited to the
following provisions:

(a) The PHP agrees not to bill the beneficiary for services in
excess of the cost-share or services for which payment is disallowed for failure to
comply with requirements for preauthorization or concurrent care review.

(b) The PHP agrees not to bill the beneficiary for services
excluded on the basis of Chapter 4, paragraphs G.1. (not medically necessary), G.3.
(inappropriate level of care) or G.7. (custodial care), unless the beneficiary has
agreed in writing to pay for the care, knowing the specific care in question had
been determined noncovered by CHAMPUS. (A general statement signed at admission as
to financial liability does not fulfill this requirement.)

C. INDIVIDUAL PPOFESSIONAL PROVIDERS OF CARE

1. General. Individual professional providers of care are those providers
who bill for their services on a tee-for-service basis and are not employed or

6-23a
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under a contract which provides for payment to the individual professional providerI
by an institutional provider. This category also includes those individuals who
have formed professional corporations or associations qualifying as a domestic
corporation under section 301.7701-5 of the Internal Revenue Service Regulations
(reference (cc)). Such individual professional providers must be licensed or
certified by the local licensing or certifying agency for the jurisdiction in which
the care is provided: or in the absence of state licensure/certification, be a
member of or demonstrate eligibility for full clinical membership in, the
appropriate national or professional certifying association that sets standards for
the profession of which the provider is a member. Services provided must be in
accordance with good medical practice and prevailing standards of quality of care
and within recognized utilization norms.

a. Licensing/Certification required, scope of license. Otherwise c(overed
services shall be cost-shared only if the individual professional provider holds a
current, valid license or certification to practice his or her profession in the
jurisdiction where the service is rendered. Licensure/certification must be at the
full clinical practice level. The services provided must be within the scope of the
license, certification or other legal authorization. Licensure or certification is
required to be a CHAMPUS authorized provider if offered in the jurisdiction where
the service is rendered, whether such licensure or certification is required by law
or provided on a voluntary basis. The requirement also applies for those categories
of providers that would otherwise be exempt by the state because the provider is
working in a non-profit, state-owned or church setting. Licensure/certification is
mandatory for a provider to become a CHAMPUS-authorized provider.

6-231)
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b. Monitoring required. The Director, OCHAMPUS, or a designee, shall
develop appropriate monitoring programs and issue guidelines, criteria, or norms I
necessary to ensure that CHAMPUS expenditures are limited to necessary medical
supplies and seivices at the most reasonable cost to the government and
beneficiary. The Director, OCHAMPUS, or a designee, also will take such steps as
necessary to deter overutilization of services.

c. Christi'an "Sience. Christian Science practitioners and Christian
Science nurses are authorized to provide services under CHAMPUS. Inasmuch as they
provide services of an extramedical nature, the general criteria outlined above do
not apply to Christian Science services (refer to subparagraph C.3.d.(2), below,
regarding services of Christian Science practitioners and nurses).

d. Physician referral and supervision. Physician referral and
supervision is required for the services of paramedical providers as listed in
subparagraph C.3.c.8. and for pastoral counselors, and mental health counselors.
Physician referral means that the physician must actually see the patient, perform
an evaluation, and arrive at an initial diagnostic impression prior to referring the
patient. Documentation is required of the physician's examination, diagnostic
impression, and referral. Physician supervision means that the physician provides
overall medical management of the case. The physician does not have to be
physically located on the premises of the provider to whom the referral is made.
Communication back to the referring physician is an indication of medical
management.

e. Medical records: Individual professional providers must maintain
adequate clinical records to substantiate that specific care was actually
furnished, was medically necessary, and appropriate, and identify(ies) the I
individual(s) who provided the care. This applies whether the care is
inpatient or outpatient. The minimum requirements for medical record
documentation are set forth by the following:

(1) The cognizant state licensing authority;

(2) The Joint Commission on Accreditation of Healthcare
Organizations, or other health care accreditation organizations as may be
appropriate;

(3) Standards of practice established by national medical

organizations; and

(4) This Regulation.

2. Interns and residents. Interns and residents may not be paid directly by
CHAMPUS for services rendered to a beneficiary when their services are provided as
part of their employment (either salaried or contractual) by a hospital or other
institutional provider.
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(c) Has had a minimum of 2 years or 3,000 hours of post master's
degree supervised clinical social work practice under the supervision of a master's
level social worker in an appropriate clinical setting, as determined by the
Director, OCHAMPUS, or a designee.

NOTE: Patients' organic medical problems must receive appropriate concurrent
management by a physician.

(7) Certified psychiatric nurse specialist. A certified psychiatric
nurse specialist may provide covered care independent of physician referral and
supervision. For purposes of CHAMPUS, a certified psychiatric nurse specialist is
an individual who:

(a) Is a licensed, registered nurse; and

(b) Has at least a master's degree in nursing from a regionally
accredited institution with a specialization in psychiatric and mental health
nursing; and

(c) Has had at least 2 years of post-master's degree practice in
the field of psychiatric and mental health nursing, including an average of 8 hours
of direct patient contact per week; or

(d) Is listed in a CHAMPUS-recognized, professionally sanctioned
listing of clinical specialists in psychiatric and mental health nursing.

(8) Certified physician assistant. A physician assistant may provide
care under general supervision of a physician (see Chapter 14 G.l.c. for limitations
on reimbursement). For purposes of CHAMPUS, a physician assistant must meet the
applicable state requirements governing the qualifications of physician assistants
and at least one of the following conditions:

(a) Is currently certified by the National Commission on
Certification of Physician Assistants to assist primary care physicians, or

(b) Has satisfactorily completed a program for preparing
physician assistants that:

I Was at least 1 academic year in length;

2 Consisted of supervised clinical practice and at least 4
months (in the aggregate) of classroom instruction directed toward preparing
students to deliver health care; and

3 Was accredited by the American Medical Association's
Committee on Allied Health Education and Accreditation; or

0
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(c) Has satisfactorily completed a formal educational program
for preparing physician assistants that does not meet the requirements of I
subparagraph (1)(b) of this paragraph and had been assisting primary care physicians
for a minimum of 12 months during the 18-month period immediately preceding January
1, 1987.

(9) Other individual paramedical _provyiders. The services of the
following individual professional providers of care to be considered for benefits on
a fee-for-service basis may be provided only if the beneficiary is referred by a
physician for the treatment of a medically-diagnosed condition and a physician must
also provide continuing and ongoing oversight and supervision of the program or
episode of treatment provided by these individual paramedical providers.

(a) Licensed registered nurses.

(h) Licensed practical or vocational nurses.

(c) Licensed registered physical therapists.

(d) Audiologists.

(e) Speech therapists (speech pathologists).

d. Extramedical individual providers. Extramedical individual
providers are those who do counseling or nonmedical therapy and whose training
and therapeutic concepts are outside the medical field. The services of
extramedical individual professionals are coverable following the CHAMPUS
determined allowable charge methodology provided such services are otherwise
authorized in this or other chapters of the regulation.

(1) Certified marriage and family therapists. For the purposes of
CHAMPUS, a certified marriage and family therapist is an individual who meets the
following requirements:

(a) Recognized graduate professional education with the
minimum of an earned master's degree from a regionally accredited educational
institution in an appropriate behavioral science field, mental health discipline;
and

(b) The following experience:

I Either 200 hours of approved supervision in the
practice of marriage and family counseling, ordinarily to be completed in a 2- to
3-year period, of which at least 100 hours must be in individual supervision. This
supervision will occur preferably with more than one supervisor and should include
a continuous process of supervision with at least three cases; and

2 1,000 hours of clinical experience in the practice of
marriage and family counseling under approved supervision, involving at least 50
different cases; or
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3 150 hours of approved supervision in the practice
of psychotherapy, ordinarily to be completed in a 2- to 3-year period, of which at
least 50 hours must be individual supervision; plus at least 50 hours of approved
individual supervision in the practice of marriage and family counseling,
ordinarily to be completed within a period of not less than I nor more than 2
years; and

4 750 hours of clinical experience in the practice
of psychotherapy under approved supervision involving at least 30 cases; plus
at least 250 hours of clinical practice in marriage and family counseling
under approved supervision, involving at least 20 cases; and

(c) Is licensed or certified to practice as a marriage and
family therapist by the jurisdiction where practicing (see C.3.d.(4) of this
part for more specific information regarding licensure); and

(d) Agrees that a patients' organic medical problems must
receive appropriate concurrent management by a physician.

(e) Agrees to accept the CHAMPUS determined allowable charge as
payment in full, except for applicable deductibles and cost-shares, and hold
CHIAMPUS beneficiaries harmless for noncovered care (i.e., may not bill a
benpficiary for noncovered care, and may not balance bill a beneficiary for
amounts above the allowable charge). The certified marriage and family
therapist must enter into a participation agreement with the Office of CHAMPUS
within which the certified marriage and family therapist agrees to all
provisions specified above.

(f) As of the effective date of termination, the certified
marriage and family therapist, will no longer be recognized as an authorized
provider under CHAMPUS. Subsequent to termination, the certified marriage and
family therapist may only be reinstated as an authorized CHAMPUS extramedical
provider by entering into a new participation agreement as a certified marriage
and family therapist.

(2) Pastoral counselors. For the purposes of CHAMPUS a pastoral
counselor is an individual who meets the following requirements:

(a) Recognized graduate professional education with the
minimum of an earned master's degree from a regionally accredited educational
institution in an appropriate behavioral science field, mental health discipline:
and

(b) The following experience:

1 Either 200 hours of approved supervision in the
practice of pastoral counseling, ordinarily to be completed in a 2- to 3-year
period, of which at least 100 hours must be in individual supervision.
This supervision will occur preferably with more than one supervisor
and should include a continuous process of supervision with at least
three cases; and
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2 1,000 hours of clinical experience in the practice of
pastoral counseling under approved supervision, involving at least 50 different I

3 150 hours of approved supervision in the practice of
psychotherapy, ordinarily to be completed in a 2- to 3-year period, of which at
least 50 hours must be individual supervision; plus at least 50 hours of
approved individual supervision in the practice of pastoral counseling, ordinarily
to be completed within a period of not less than I nor more than 2 years; and

4 750 hours (,L clinical experience in the practice
of psychotherapy under approved supervision involving at least 30 cases; plus
at least 250 hours of clinical practice in pastoral counseling under approved
supervision, involving at least 20 cases; and

(c) Is licensed or certified to practice by the jurisdiction
where practicing (see C.3.d.(4) of this part for more specific information
regarding licensure); and

(d) The services of a pastoral counselor meeting the above
requirements are coverable following the CHAMPUS determined allowable charge
methodology, under the following specified conditions:

1 The CHAMPUS beneficiary must be referred for therapy by a
physician; and

2 A physician is providing ongoing oversight and supervision
of the therapy being provided; and I

3 The pastoral counselor must certify on each claim for
reimbursement that a written communication has been made or will be
made to the referring physician of the results of the treatment. Such
conmunication will be made at the end of the treatment, or more frequently,
as required by the referring physician (refer to Chapter 7).

(e) Because of the similarity of the requirements for licensure,
certification, experience and education a pastoral counselor may elect to be
authorized under CHAMPUS as a certified marriage and family therapist, and as such,
be subject to all previously defined criteria for the certified marriage and
family therapist category, to include acceptance of the CHAMPUS determined
allowable charge as payment in full, except for applicable deductibles and
cost-shares, (i.e., balance billing of a beneficiary above the allowable charge
is prohibited; may not bill beneficiary for noncovered care). The pastoral
counselor must also agree to enter into the same participation agreement as a
certified marriage and family therapist with the Office of CHAMPUS within which
the pastoral counselor agrees to all provisions, including licensure, national
association membership and conditions upon termination, outlined above for
certified marriage and family therapists.

NOTE: No dual status will be recognized by the Office of CHAMPUS.
Pastoral counselors must elect to become one of the categories of extramedical
CHAMPUS providers specified above. Once authorized as either a pastoral counselor,
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.I or a certified marriage and family therapist, claims review and reimbursement will
be in accordance with the criteria established for the elected provider category.

(3) Mental Health Counselor. For the purposes of CHAMPUS, a mental
health counselor is an individual who meets the following requirements:

(a) Minimum of a master's degree in mental health
counseling or allied mental health field from a regionally accredited
institution; and

(b) Two years of post-master's experience which
includes 3000 hours of clinical work and 100 hours of face-to-face supervision;
and

(c) Is licensed or certified to practice as a mental health
counselor by the jurisdiction where practicing (see C.3.d.(4) of this part for more
specfic information); and

(d) May only be reimbursed when:

1 The CHAMPUS beneficiary is referred for therapy by a
physician; and

2 A physician is providing ongoing oversight and supervision
of the therapy being provided; and

3 The mental health counselor certifies on each claim for
reimbursement that a written communication has been made or will be made to the
referring physician of the results of the treatment. Such communication will be
made at the end of the treatment, or more frequently, as required by the referring
physician (refer to Chapter 7).

(4) The following additional information applies to each of the above
categories of extramedical individual providers:

(a) These providers must also be licensed or certified to
practice as a certified marriage and family therapist, pastoral counselor or mental
health counselor by the jurisdiction where practicing. In jurisdictions that do
not provide for licensure or certification, the provider must be certified by or
eligible for full clinical membership in the appropriate national professional
association that sets standards for the specific profession.

(b) Grace period for therapists or counselors in states where
licensure/certification is optional. CHAMPUS is providing a grace period for thosel
therapists or counselors who did not obtain optional licensure/certification in
their jurisdiction, not realizing it was a CHAMPUS requirement for authorization.
The exemption by state law for pastoral counselors may have misled this group into
thinking licensure was not required. The same situation may have occurred with the
other therapist or counselor categories. This grace period pertains only to the
licensure/certification requirement, applies only to therapists or counselors who
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are already approved as of October 29, 1990, and only in those areas where the
licensure/certification is optional. Any therapist or counselor 4
who is not licensed/certified in the state in which he/she is practicing by August

1, 1991, will be terminated under the provisions of Section 199.9 of this part.
This grace period does not change any of the other existing requirements which
remain in effect. During this grace period, membership or proof of eligibility for
full clinical membership in a recognized professional association is required for
those therapists or counselors who are not licensed or certified by the state. The
following organizations are recognized for therapists or counselors at the level
indicated: full clinical member of the American Association of Marriage and Family
Therapy; membership at the fellow or diplomate level of the American Association of
Pastoral Counselors; and membership in the National Academy of Certified Clinical
Mental Health Counselors. Acceptable proof of eligibility for membership is a
letter from the appropriate certifying organization. This opportunity for delayed
certification/licensure is limited to the counselor or therapist category only
as the language in all of the other provider categories has been consistent and
unmodified from the time each of the other provider categories were added. The
grace period does not apply in those states where licensure is mandatory.

(5) Christian Science practitioners and Christian Science nurses.
CHAMPUS cost shares the services of Christian Science practitioners and nurses. In
order to bill as such, practitioners or nurses must be listed or be eligible for
listing in the Christian Science Journal at the time the service is provided.

D. OTHER PROVIDERS

Certain medical. supplies and services of an ancillary or supplemental nature are
coverable by CHAMPUS, subject to certain controls. This category of provider 4
includes the following:

1. Independent laborator_. Laboratory services of independent laboratories
may be cost-shared if the laboratory is approved for participation under Medicare
and certified by the Medicare Bureau, Health Care Financing Administration.

2. Suppliers of portable x-ray services. Such suppliers must meet the
conditions of coverage of the Medicare program, set forth in the Medicare
regulations (reference (h)), or the Medicaid. program in that state in which the
covered service is provided.

3. Pharmacies. Pharmacies must meet the applicable requirements of state law
in the state in which the pharmacy is located.

4. Ambulance companies. Such companies must meet the requirements of state
and local laws in the jurisdiction in which the ambulance firm is licensed.

5. Medical equipment firms, medical supply firms. As determined by the
Director, OCHAMPUS, or a designee.
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6. Mammo____grap1__Suýppliers. Mammography services may be cost-shared only if

the supplier is cettified by Medicare for participation as a mammography supplier,
or is certi.ied by the American College of Radiology as having met its mammnography
supplier standards.

E. IMPLEMENTING INSTRUCTIONS

The Director, OCHAMPUS, or a designee, shall issue CHAMPUS policies,
instructions, procedures, and guidelines, as may be necessary to implement the
intent of this chapter.

F. EXCLUSION

Regardless of any provision in this chapter, a provider who is suspended,
excluded, or terminated under Chapter 9 of this Regulation is specifically excluded
as an authorized CHAMPUS provider.
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b. Physician or other authorized individual professional provider.
A physician or other authorized individual professional provider is liable
for any signature submitted on his or her behalf. Further, a facsimile
signature is not acceptable unless such facsimile signature is on file with,
and has been authorized specifically by, the CHAMPUS fiscal intermediary
serving the state where the physician or other authorized individual
professional provider practices.

c. Hospital or other authorized institutional provider. The providpr
signature on a claim form for institutional services must be that of an authorized
representative of the hospital or other authorized institutional provider, whose
signature is on file with and approved by the appropriate CHAMPUS fiscal
intermediary.

D. Claims filingjdeadline. For all services provided on or after January 1. 1993,
to be considered for benefits, all claims submitted for benefits must, except as
provided in paragraph D.2., of this Chapter, be filed with the appropriate CHAMPUS
contractor no later than one year after the services are provided. Unless the
requirement is waived, failure to file a claim within this deadline waives all
rights to benefits for such services or supplies.

1. Claims returned for additional information. When a claim is submitted
initially within the claim filing time limit, but is returned in whole or in part
for additional information to be considered for benefits, the returned claim, along
with the requested information must be resubmitted and r 1 , " by the appropriate
CHAMPUS contractor no later than the later of: (1) one yt-t , c the services are
provided; or (2) 90 days from the date the claim was retuL zA o the provider or
beneficiary.

2. Exception to claims filing deadline. The Director, OCHAMPUS, or a
designee, may grant exceptions to the claims filing deadline requirements.

a. Types of exception

(1) Retroactive eligibility. Retroactive CHAMPUS eligibility
determinations.

(2) Administrative error. Administrative error (that is,
misrepresentation, mistake, or other accountable action) of an officer or
employee of OCHAMPUS (including OCHAMPUSEIIR) or a CHAMPUS fiscal intermediary,
performing functions under CHAMPUS and acting within the scope of that official's
authority.

(3) Mental incompjeten__cy. Hental. inrompetency of the heneficiaty or
guardian or sponsor, in the case ot a minor child (which includes inability to
communicate, even if it is the rtesult ,vf a physical disability)
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(4) Provider billings. Direct billings by participating
providers.

(5) Delays by other health insurance. When not attributable to
the beneficiary, delays in adjudication by other health insurance companies
when double coverage coordination is required before the CHAMPUS benefit

determination.

b. Request for exception to claims filing deadline. Beneficiaries
who wish to request an exception to the claims filing deadline may submit
such a request to the CHAMPUS fiscal intermediary having jurisdiction over
the location in which the service was rendered, or as otherwise designated

by the Director, OCHAMPUS.

(1) Such requests for an exception must include a complete
explanation of the circumstances of the late filing, together with all avail-
able documentation supporting the request, and the specific claim denied for
late filing.

(2) Each request for an exception to the claims filing deadline
is reviewed individually and considered on its own merits.

E. Other waiver authority. The Director, OCHAMPUS may waive the claims filing
deadline in other circtmstances in which the Director determines that the waiver is
necessary in order to ensure adequate access for CHAMPUS beneficiaries to health
care services.

I. Continuing care. Except for claims subject to the CHAMPUS DRG-based
payment system, whenever medical services and supplies are being rendered on a
continuing basis, an appropriate claim or claims should be submitted every 30 days
(monthly) whether submitted directly by the beneficiary or sponsor or by the
provider on behalf of the beneficiary. Such claims may be submitted more frequently
if the beneficiary or provider so elects. The Director, OCHAMPUS, or a designee,
also may require more frequent claims submission based on dollars. Examples of care
that may be rendered on a continuing basis are outpatient physical therapy, private
duty (special) nursing, or inpatient stays. For claims subject to the CHAMPUS
DRG-based payment system, claims may be submitted only after the beneficiary ha;
been discharged or transferred from the hospital.

2. Injptient mental heaalth -services. Under most circumstances, the
60-day inpatient, mental health limit applies to the first 60 (lays of care
paid in a calendar year. The patient will be notified when the first 30 days of
inpatient mental health benefits have been paid. The beneficiary is responsible for
assuring that all claims for care are submitted sequentially and on a regulaE
basis. Once payment has been made for care determined to be medically appropriate
and a program b..nefit, the decision will not bh rfopened solely on the basis that
previous inpatient mental health care had been rendered but not yet billed duling
the same calendar year by a diffetent provider.
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3. Claims involving the services of marriage and family counselors, pastoral
counselors, and mental health counselors. CHAMPUS requires that certified marriage
and family therapists, pastoral counselors, and mental health counselors make a
written report to the referring physician concerning the CHAMPUS beneficiary's
progress. Therefore, each claim for reimbursement for services of marriage and
family counselors, pastoral counselors, and mental health counselors must include
certification to the effect that a written communication has been made or will be
made to thi referring physician at the end of treatment, or more frequently, as
required by the referring physician.

F. PREAUTHORIZATION

When specifically required in other chapters of this Regulation, pre-
authorization requires the following:

1. Preauthorization must be granted before benefits can be extended.
In those situations requiring preauthorization, the request for such pre-
authorization shall be submitted and approved before benefits may be extended,
except as provided in Chapter 4, subsection A.11. If a claim for services or
supplies is submitted without the required preauthorization, no benefits shall be
paid, unless the Director, OCHAMPUS, or a designee, has granted an exception to the
requirement for preauthorization.

a. Specifically preauthorized services. An approved preauthorization
specifies the exact services or supplies for which authorization is being
given. In a preauthorization situation, benefits cannot be extended for
services or supplies provided beyond the specific authorization.

b. Time limit on preauthorization. Approved preauthorizations are
valid for specific periods of time, appropriate for the circumstances presented and
specified at the time the preauthorization is approved. In general,
preauthorizations are valid for 30 days. If the preauthorized service or supplies
are not obtained or commenced within the specified time limit, a new
preauthorization is required before benefits may be extended.

2. Treatment plan,_managerent plan. Each preauthorization request shall
be accompanied by a proposed medical treatment plan (for inpatient stays under the
Basic Program) or management plan (for services under the PFTH) which shall include
generally a diagnosis: a detailed summary of complete history and physical: a
detailed statement of the problem: the proposed type and extent of treatment ot
therapy; the proposed treatment modality, including anticipated length of time the
proposed modality will be required; any available test results: consultant's
reports; and the prognosis. When the preauthorization request involves transfer
from a hospital to another inpatient facility, medical records related to the
inpatient stay also must be provided.

3. Durable equipment. Requests for preauthorization to purchase durabhl
equipment under the PFTH must list all items of durable equipment previously
authorized under the PFTH and state whether the current item of equipment is
the initial purchase or a replacement. If it is a replacei.. nt item, the date
the initial item was pMurchased also shall be provided.
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4. Claims for services and supplies that have been preauthorized. When-
ever a claim is submitted for benefits under CHAMPUS involving preauthorized
services and supplies, the date of the approved preauthorization must be indicated
on the claim form and a copy of the written preauthorization must be attached to the
appropriate CHAMPUS claim.

G. CLAIMS REVIEW

It is the responsibility of the CHAMPUS fiscal intermediary (or OCHAMPUS,
including OCHAMPUSEUR) to review each CHAMPUS claim submitted for benefit
consideration to ensure compliance with all applicable definitions, conditions,
limitations, or exclusions specified or enumerated in this Regulation. It is also
required that before any CHAMPUS benefits may be extended, claims for medical
services and supplies will be subject to utilization review and quality assurance
standards, norms, and criteria issued by the Director, OCHAMPUS, or a designee (see
paragraph A.l.e. of Chapter 14 for review standards for claims subject to the
CHAMPUS DRG-based payment system).

H. BENEFIT PAYMENTS

CHAMPUS benefit payments are made either directly to the beneficiary or sponsor
or to the provider, depending on the manner in which the CHAMPUS claim is submitted.

I. Benefit payments made to beneficiary or sponsor. When the CHAMPUS
beneficiary or sponsor signs and submits a specific claim form directly to the
appropriate CHAMPUS fiscal intermediary (or OCHAMPUS, including OCHAMPUSEUR), any
CHAMPUS benefit payments due as a result of that specific claim submission will be
made in the name of, and mailed to, the beneficiary or sponsor. In such 4
circumstances, the beneficiary or sponsor is responsible to the provider for any
amounts billed.

2. Benefit payments made to ParticipvatingprovEider. When the authorized
provider elects to participate by signing a CHAMPUS claim form, indicating
participation in the appropriate space on the claim form, and submitting a specific
claim on behalf of the beneficiary to the appropriate CHAMPUS fiscal intermediary,
any CHAMPUS benefit payments due as a result of that claim submission will be made
in the name of and mailed to the participating provider. Thus, by signing the claim
form, the authorized provider agrees to abide by the CHAMPUS-determined allowable
charge or cost, whether or not lower than the amount billed. Therefore. the
beneficiary or sponsor is responsible only for any required deductible amount and
any cost-sharing portion of the CHAMPUS-determined allowable charge or cost as may
be required under the terms and conditions set forth in Chapters 4 and 5 of this
Regulation.

3. CEOB. When a CHAMPUS claim is adjudicated, a CEOB is sent to the
beneficiary or sponsor. A copy of the CEOB also is sent to the provider if the
claim was submitted on a participating basis. The CEOB form provides, at a minimum,
the following information:
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CHAPTER 14
PROVIDER REIMBURSEMENT METHODS

A. HOSPITALS

The CHAMPUS-determined allowable cost for reimbursement of a hospital shall le
determined on the basis of one of the following methodologies.

1. CHAMPUS Diagnosis Related Groip(_DRGý)based_ paYmentsystem. Under the
CHAMPUS DRG-based payment system, payment for the operating costs of inpatient
hospital services furnished by hospitals subject to the system is made on the basis
of prospectively-determined rates and applied on a per discharge basis using DRGs.
Payments under this system will include a differentiation for urban (using large
urban and other urban areas) and rural hospitals and an adjustment for area wage
differences and indirect medical education costs. Additional payments will be made
for capital costs, direct medical education costs, and outlier cases.

a. General.

(1) DRGs ._used. The CHAMPUS DRG-based payment system will use the
same DRGs used in the most recently available grouper for the Medicare Prospective
Payment System, except as necessary to recognize distinct characteristics of CHAMPUS
beneficiaries and as described in instructions issued by the Director, OCHAMPUS.

(2) Assignment of discharges to DRGs.

(a) The classification of a particular discharge shall lie based
on the patient's age, sex, principal diagnosis (that is, the diagnosis established,
after study, to be chiefly responsible for causing the patient's admission to the
hospital), secondary diagnoses, procedures performed and discharge status. In
addition, for neonatal cases (other than normal newborns) the classification shall
also account for birthweight, surgery and the presence of multiple, major and other
neonatal problems, and shall incorporate annual updates to these classification
features.

(b) Each discharge shall be assigned to only one DRG regardless
of the number of conditions treated or services furnished during the patient's stay.

(3) Basis of payment.

(a) Hospital Ibilling. Under the CHAMPUS DRG-based payment
system, hospitals are required to submit claims (including itemized charges) in
accordance with Chapter 7, paragraph B. The CHAMPUS fiscal intermediary will assign
the appropriate DRG to the claim based on the information contained on the claim.
Any request from a hospital for reclassification of a claim to a higher
weighted DRG must be submitted, within 60 days from the date of the initial
payment, in a manner prescribed by the Director, OCHAMPUS.

(b) Payment ona per discbarge basis. Under the CHAMPUS
DRG-based payment system, hospitals are paid a predetermined amount per discharge
for inpatient hospital services furnished to CHAMPUS beneficiaries.
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(c) Claims priced as of date of admission. Except for interim

claims submitted for qualifying outlier cases, all claims reimbursed under the
CHAMPUS DRG-based payment system are to be priced as of the date of admission,
regardless of when the claim is submitted.

(d) Payment in full. The DRG-based amount paid for inpatient
hospital services is the total CHAMPUS payment for the inpatient operating costs (as
described in subparagraph A.l.a.(3)(e)) incurred in furnishing services covered by
the CHAMPUS. The full prospective payment amount is payable for each stay during
which there is at least one covered day of care, except as provided in subparagraph
A.l.c.(5)W(a)la.

(e) Inpatient operatin&_o__sts. The CHAMPUS DRG-based payment
system provides a payment amount for inpatient operating costs, including:

1 Operating costs for routine services; such as the costs
of room, board, and routine nursing services;

2 Operating costs for ancillary services, such as
hospital radiology and laboratory services (other than physicians' services)
furpished to hospital inpatients;

3 Special care unit operating costs; and

4 Malpractice insurance costs related to services
furnished to inpatients.

(f) Discharges and transfers.

1 Discharges. A hospital inpatient is discharged when:

A The patient is formally released from the hospital
(release of the patient to another hospital as described in subparagraph 2 of this
subparagraph, or a leave of absence from the hospital, will not be recognized as a
discharge for the purpose of determining payment under the CHAMPUS DRG-based payment
system);

b The patient dies in the hospital; or

C The patient is transferred from the care of a
hospital included under the CHAMPUS DRG-based payment system to a hospital or unit
that is excluded from the prospective payment system.

2 Transfers. Except as provided under subparagraph
A.l.a.(3)(f)l, a discharge of a hospital inpatient is not counted for purposes of
the CHAMPUS DRG-based payment system when the patient is transferred:

a From one inpatient area or unit of the hospital to
another area or unit of the same hospital;
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* or state as established by local or state regulatory authority, excluding title XIX
of the Social Security Act or other welfare program, when extended to CHAMPUS
beneficiaries by consent or agreement.

4. CHAMPUS discount rates. The CHAMPUS-determined allowable cost for
authorized care in any hospital may be based on discount rates established under
section I. of this chapter.

B. SKILLED NURSING FACILITIES (SNFs)

The CHAMPUS-determined allowable cost for reimbursement of a SNF shall be
determined on the same basis as for hospitals which are not subject to the CHAMPUS
DRG-based payment system.

C. REIMBURSEMENT FOR OTHER THAN HOSPITALS AND SNFs

The Director, OCHAMPUS, or a designee, shall establish such other methods of
determining allowable cost or charge reimbursement for those institutions, other
than hospitals and SNFs, as may be required.

D. Payment of Institutional facility costs for ambulatory surgery.

1. In general. CHAMPUS pays institutional facility costs for ambulatory
surgery on the basis of prospectively determined amounts, as provided in this
paragraph. This payment method is similar to that used by the Medicare program
for ambulatory surgery. This paragraph applies to payment for institutional
charges for ambulatory surgery provided in hospitals and freestanding ambulatory
surgical centers. It does not apply to professional services. A list of
ambulatory surgery procedures subject to the payment method set forth in this
paragraph shall be published periodically by the Director OCHAMPUS. Payment to
freestanding ambulatory surgery centers is limited to these procedures.

2. Payment in full. The payment provided for under this paragraph is the
payment in full for services covered by this paragraph. Facilities may not charge
beneficiaries for amounts, if any, in excess of the payment amounts determined
pursuant to this paragraph.

3. Calculation of standardpayment rates. Standard payment rates are
calculated for groups of procedures under the following steps:

a. Step 1: calculate a median standardized cost for each procedure.
For each ambulatory surgery procedure, a median standardized cost will be
calculated on the basis of all ambulatory surgery charges nationally under
CHAMPUS during a recent one-year base period. The steps in this calculation
include standardizing for local labor costs by reference to the same wage index
and laborlnon-labor-related cost ratio as applies to the facility under Medicate,
applying a cost-to-(:harge ratio, calculating a median cost for each procedure, and
updating to the year for which the payment rates will be in effect by the Consumer
Price Index-Urban. In applying a cost-to-charge ratio, the Medicare cost-to-chalge
ratio for freestanding ambulatory surgery centers (FASCs) will be used for all
charges from FASCs, and the Medicare cost-to-charge ratio for hospital outpatient
settings will be used for all charges from hospitals.
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b. Steýp.2: groupingprocedures. Procedures will then be placed into one
of ten groups by their median per procedure cost, starting with $0 to $299 for
group 1 and ending with $1000 to $1299 for group 9 and $1300 and above for group
10, with groups 2 through 8 set on the basis of $100 fixed intervals.

c. Step 3: adjustments to groups. The Director, OCHAMPUS may make
adjustments to the groupings resulting from step 2 to account for any ambulatory
surgery procedures for which there were insufficient data to allow a grouping or to
correct for any anomalies resulting from data or statistical factors or other
special factors that fairness requires be specially recognized. In making any such
adjustments, the Director may take into consideration the placing of particular
procedures in the ambulatory surgery groups under Medicare.

d. Step_ 4: standardpýpyment amount-Tergroup. The standard payment
amount per group will be the volume weighted median per procedure cost for the
procedures in that group.

e. Step 5: actual payments. Actual payment for a procedure will be the
standard payment amount for the group which covers that procedure, adjusted for
local labor costs by reference to the same labor/non-labor-related cost ratio and
hospital wage index as ised for ambulatory surgery centers by Medicare.

4. Multiple procedures. In cases in which authorized multiple procedures are
performed during the same operative session, payment shall be based on 100 percent
of the payment amount for the procedure with the highest ambulatory surgery payment
amount, plus, for each other procedure performed during the session, 50 percent of
its payment amount.

5. Annual updates. The standard payment amounts will be updated annually by
the same update factor as is used in the Medicare annual updates for ambulatory
surgery center payments.

6. Recalculation of rates. The Director, OCHAMPUS, may periodically
recalculate standard payment rates for ambulatory surgery using the steps set forth
in paragraph D.3., of this Chapter.

E. REIMBURSEMENT OF BIRTHING CENTERS

1. Reimbursement for maternity care and childbirth services furnished by an
authorized birthing center shall be limited to the lower of the CHAMPUS established
all-inclusive rate or the center's most-favored all-inclusive rate.

2. The all-inclusive rate shall include the following to the extent that they
are usually associated with a normal pregnancy and childbirth: laboratory studies,
prenatal management, labor management, delivery, post-partum management, newborn
care, birth assistant, certified nurse-midwife professional services, physician
professional services, and the use of the facility.

3. The CHAMPUS established all-inclusive rate is equal to the sum of the
CHAMPUS area prevailing professional charge for total obstetrical care f,,r a normal
pregnancy and delivery and the sum of the average CHAMPUS allowable institutional
charges for supplies, laboratory, and delivery room for a hospital inpatient normal
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delivery. The CHAMPUS established all-inclusive rate areas will coincide with those
established for prevailing professional charges and will be updated concurrently
with the CHAMPUS area prevailing professional charge database.

4. Extraordinary maternity care services, when otherwise authorized, may be
reimbursed at the lesser of the billed charge or the CHAMPUS allowable charge.

0
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G. REIMBURSEMENT OF INDIVIDUAL iEALTH-CAPE PROFESSIONALS AND OTHER
NONWINSTITUTIONTAL HEALTH-CARE PROVIDERS

The CHAMPUS-determ'npd reasonable charge (the amount allowed by CHAMPUS) for
the service of an individual health-care professional or other non-institutional
health-care provider (even if employed by k-" under contract to an institutional
provider) shall be determined by one of the following methodologies, that is,
whichever is in effect in the spec'fic geographic location at the time covered
services and supplies are provided to a CHAMPUS beneficiary.

1. Allowable chaLge method.

a. Introduction

(1) In general. The allowable charge mp~hod is the preferred and
primary method for reimbursement of individual health care professionals and other
non-institutional health care providers c(c-.?red by 10 U.S.C. 1079(h)(1)). The
allowable charge for authorized care shall be the lower of the billed charge or the
local CHAMPUS Maximum Allowable Charge (CMAC) level.

(2) CHAMP.US Maximum Allowable Charge. Beginning in calendar year
1992, prevailing chaige levels and appr( 4ate cL ,rge levels will be
calculated on a national le-,q. Therp w_-,• then be calculated a national CHAMPUS
Maximum Allowablc Charge (CMAC) level for _ach procedure, which shall be the lessor
of the national ptevailing charge level or the naticnal appropriate charge level.
The national CMAC will then be adjusted for localities in accordance with paragraph. G.l.d., of this Chapter.

(3) Differential for ParticipatingPyroviders. Beginning in caJ idar
year 1994, there shall be a differential in national and local CMACs based on
whether the provider is a participating providet or a nonparticipating riL-vider.
The differential shall be calculated so that the CMAC for the nonpart'. 'pating
providers is 95 percent of the CMAC for the participating providers. To assure the
effectiveness of the several phase-in and waiver provisiors set furth in paragraphs
G.l.c., and G.l.d., of this Chapter, beginning in calendar year 1994, there will
first be calculated the national and local CMACs for nonparticipating providers.
For purposes of this calculation, the identification of overpriced procedures
called for in pargagraph G.I.C.a., of this chapter and the calculation of
appropriate charge levels for such overpriced procedures called for in paragraph
G.I.D.(2), of this Chapter shall use as the Medicare fee component of the
comparisons and calculations the fee level applicabie to Medicare nonpatticipating
providers, which is 95 percent of the basic fee level. After nonparticipating
provider local CMACs are calculated (including consideration of special phase-in
rules and waiver rules in paragraph G.l.d., of this Chapter) participating provider
local CMACs will be calculated so that nonparticipating provider local CIIACs are 95
percent of participating provider local CMACs. (For moi-e information on the
Participating Provider Program. see Chapter 6.A.8).

(4) Limit- q on balance__ billin'g hy nionpattictipating lirovider•.
Nonparticipating ptoviders may not balance bill a beneficiary an amount which
exceeds the applicable balance billing limit. The balance billing limit shall be
the same percentage as the Medicare limiting charge percentage for nonpatI icipatingO physicians. The balance billing limit may be waived by the Director, OCHAMPUS
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services or supplies. 4-45
b. Inpatient cost-sharing. 4-45
c. Outpatient cost-sharing. 4-45

5. Cost-sharing under the Military-Civilian
Health Services Partnership Program. 4-46
a. External partnership agreement. 4-46
b. Internal partnership agreement. 4-46

6. [Reserved]
7. [Reserved]
8. Cost-sharing for services provided under

special discount arrangements. 4-46a
a. General rule. 4-46a
b. Specific applications. "-46a

9. Waiver of deductible amounts or cost-sharing not allowed. 4-46a
a. General rule. 4-46a
b. Exception for bad debts. 4-46a
c. Remedies for noncompliance. 4-46a
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4. Diagnostic admission. 4-46b
5. Unnecessary postpartum inpatient stay, mother

or newborn. 4-47
6. Therapeutic absences. 4-47
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8. Domiciliary care. 4-47
9. Rest or rest cures. 4-47
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or investigational. 4-48
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19. Preauthorization required. 4-48
20. Psychoanalysis or psychotherapy, part of education. 4-48
21. Runaways. 4-48
22. Services or supplies ordered by a court or other

government agency. 4-48
23. Work-related (occupational) disease or injury. 4-48
24. Cosmetic, reconstructive, or plastic surgery. 4-48
25. Surgery, psychological reasons. 4-48
26. Electrolysis. 4-49
27. Dental care. 4-49
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28. Obesity, weight reduction. 4-49
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32. Dyslexia. 4-49
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gamete intrafallopian transfer and all other similar
reproductive technologies. 4-49

35. Nonprescription contraceptives. 4-49
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37. Preventive care. 4-49
38. Chiropractors and naturopaths. 4-50
39. Counseling. 4-50
40. Acupuncture. 4-50
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a. Benefits provided. 4-50
b. Exclusions. 4-50
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43. Exercise, relaxation/comfort devices. 4-51
44. Exercise. 4-51
45. Audiologist. 4-51
46. Vision care. 4-51
47. Eye and hearing examinations. 4-51
48. Prosthetic devices. 4-51
49. Orthopedic shoes. 4-51
50. Eyeglasses. 4-51
51. Hearing aids. 4-51a
52. Telephonic services. 4-51a
53. Air conditioners, humidifiers, dehumidifiers, and

purifiers. 4-51a
54. Elevators or chair lifts. 4-51a
55. Alterations. 4-51a
56. Clothing. 4-51a
57. Food, food substitutes. 4-51a
58. Enuresis. 4-52
59. Reserved. 4-52
60. Autopsy and postmortem. 4-52
61. Camping. 4-52
62. Housekeeper, companion. 4-52
63. Noncovered condition, unauthorized provider. 4-52
64. Comfort or convenience. 4-52
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psychiatric therapy. 4-52
67. Transportation. 4-52
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5. Cost-Sharing under the Military-Civilian Health Services
Partnership Program. Cost-sharing is dependent upon the type of partnership
program entered into, whether external or internal. (See section P. of Chapter 1,
for general requirements of the Military-Civilian Health Services Partnership
Program.)

a. External Partnership Agreement. Authorized costs associated with
the use of the civilian facility will be financed through CHAMPUS under the normal
cost-sharing and reimbursement procedures applicable under CHAMPUS.

b. Internal Partnership Agreement. Beneficiary cost-share under
internal agreements will be the same as charges prescribed for care in
military treatment facilities.

6. (Reserved]
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7. [Reserved]

8. Cost-sharing for services provided under special discount
arrangements.

a. General rule. With respect to services determined by the Director,
OCHAMPUS (or designee) to be covered by Chapter 14, section I., the Director,
OCHAMPUS (or designee) has authority to establish, as an exception to the
cost-sharing amount normally required pursuant to this chapter, a different
cost-share amount that appropriately reflects the application of the statutory
cost-share to the discount arrangement.

b. Specific applications. The following are examples of applications
of the general rule; they are not all inclusive.

(1) In the case of services provided by individual health care
professionals and other noninstitutional providers, the cost-share shall be the
usual percentage of the CHAMPUS allowable charge determined under Chapter 14,
section I.

(2) In the case of services provided by institutional providers
normally paid on the basis of a pre-set amount (such as DRG-based amount und-r
Chapter 14, section A.1. or per-diem amount under Chapter 14, section A.2.), if
the discount rate is lower than the pre-set rate, the cost-share amount that would
apply for a beneficiary other than an active duty dependent pursuant to the normal
pre-set rate would be reduced by the same percentage by which the pre-set rate was
reduced in setting the discount rate.

9. Waiver of deductible amounts or cost-sharing not allowed.

a. General rule. Because deductible amounts and cost sharing are
statutorily mandated, except when specifically authorized by law (as determined by
the Director, OCHAMPUS), a provider may not waive or forgive beneficiary liability
for annual deductible amounts or inpatient or outpatient cost-sharing, as set
forth in this chapter.

b. Exception for bad debts. This general rule is not violated in
cases in which a provider has made all reasonable attempts to effect collection,
without success, and determines in accordance with generally accepted fiscal
management standards that the beneficiary liability in a particular case is an
uncollectible bad debt.

c. Remedies for noncompliance. Potential remedies for noncompliance
with this requirement include:

(1) A claim for services regarding which the provider has
waived the beneficiary's liability may be disallowed in full, or, alternatively,
the amount payable for such a claim may be reduced by the amount of the
beneficiary liability waived.
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NOTE: An infirmary in a boarding school also may qualify under this
provision, subject to review and approval by the Director,
OCHAMPUS, or a designee.

j. Other special institutional providers.

(1) General

(a) Care provided by certain special institutional providers
(on either an inpatient or outpatient basis), may be cost-shared by CHAMPUS under
specified circumstances and only if the provider is specifically identified in
paragraph B.4.j.of this Chapter.

1 The course of treatment is prescribed by a doctor of
medicine or osteopathy.

2 The patient is under the supervision of a physician
during the entire course of the inpatient admission or the outpatient treatment.

3 The type and level of care and service rendered by the
institution are otherwise authorized by this Regulation.

4 The facility meets all licensing or other certification
requirements that are extant in the jurisdiction in which the facility is located
geographically.

5 Is other than a nursing home, intermediate care
facility, home for the aged, halfway house, or other similar institution.

6 Is accredited by the JCAHO or other CHAMPUS-approved
accreditation organization, if an appropriate accreditation program for the given
type of facility is available. As future accreditation programs are developed to
cover emerging specialized treatment programs, such accreditation will be a
prerequisite to coverage by CHAMPUS for services provided by such facilities.

(b) To ensure that CHAMPUS beneficiaries are provided quality
care at a reasonable cost when treated by a special institutional provider,
the Director, OCHAMPUS, may:

I Require prior approval of all admissions to special
institutional providers.

2 Set appropriate standards for special institutional
providers in addition to or in the absence of JCAHO accreditation.

3 Monitor facility operations and treatment programs on a
continuing basis and conduct onsite inspections on a scheduled and unscheduled
basis.

6-17
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4 Negotiate agreements of participation.

5 Terminate approval of a case when it is ascertained that
a departure from the facts upon which the admission was based originally has
occurred.

6 Declare a special institutional provider not eligible
for CHAMPUS payment if that facility has been found to have engaged in fraudulent or
deceptive practices.

(c) In general, the following disclaimers apply to treatment by
special institutional providers:

1 Just because one period or episode of treatment by a
facility has been covered by CHAMPUS may not be construed to mean that later
episodes of care by the same or similar facility will be covered automatically.

2 The fact that one case has been authorized for treatment
by a specific facility or similar type of facility may not be construed to mean that
similar cases or later periods of treatment will be extended CHAMPUS benefits
automatically.

(2) Types of providers. The following is a list of facilities that
have been designated specifically as special institutional providers.

(a) Free-standing ambulatory surgical centers. Care provided by
freestanding ambulatory surgical centers may be cost-shared by CHAMPUS under the
following circumstances:

1 The treatment is prescribed and supervised by a
physician.

2 The type and level of care and services rendered by the
center are otherwise authorized by this Regulation.

3 The center meets all licensing or other certification
requirements of the jurisdiction in which the facility is located.

4 The center is accredited by the JCAHO, the Accreditation
Association for Ambulatory Health Care, Inc. (AAAHC), or such other standards as
authorized by the Director, OCHAMPUS.

5 A childbirth procedure provided by a CHAMPUS-approved
free-standing ambulatory surgical center shall not be cost-shared by CHAMPUS unless
the surgical center is also a CHAMPUS-approved birthing center institutional
provider as established by the birthing center provider certification requirement of
this Regulation.

#Third Amendment (Ch 5, 9/17/93) 6-18



Jul 91#
DoD 6010.8-R

4. Notice of reconsideration determination. OCHAMPUSEUR, the CHAMPU6
contractor, or the CHAMPUS peer review organization shall issue a written notice of
the reconsideration determination to th', appealing party at his or her last known
address. The notice of the reconsider on determination must contain the following
elements:

a. A statement of the issue or issues under appeal.

b. The provisions of law, regulation, policies, and guidelines that apply
to the issue or issues under appeal.

c. A discussion of the original and additional information that is
relevant to the issue or issues under appeal.

d. Whether the reconsideration upholds the initial determination or
reverses it, in whole or in part, and the rationale for the action.

e. A statement of the right to appeal further in any case when the
reconsideration determination is less than fully favorable to the appealing party
and the amount in dispute is $50 or more.

5. Effect of reconsideration determination. The reconsideration deter-
mination is final if either of the following exist:

*a. The amount in dispute is less than $50.

b. Appeal rights have been offered, but a request for formal review is
not received by OCHAMPUS within 60 days of the date of the notice of the
reconsideration determination.

C. FORMAL REVIEW

Except as explained below, any party to an initial determination made by
OCHAMPUS, or a reconsideration determination made by the CHAMPUS contractor may
request a formal review by OCHAMPUS if the party is dissatisfied with the initial
or recorns4-1-rtion dete-minatior ,in1Ps the initial or reconsideration determin-
ation (1) is final under paragraph (B)(5) above; (2) involves the sanctioning of a
provider by the exclusion, suspension or termination of authorized provider status;
(3) involves a written decision issued pursuant to Section 199.9, paragraph
(h)(l)(iv)(A) regarding the temporary suspension of claims processing; or (4)
involves a reconsideration determination by a CHAMPUS peer review organization. A
hearing, but not a formal review level of appeal, may be available to a party to an
initial determination involving the sanctioning of a provider or to a party to a
written decision involving a temporary suspension of claims processing. A
beneficiary (or an authorized representative of a beneficiary), but not a provider,
may request a hearing, but not a formal review, of a reconsideration determination
made by a CHAMPUS peer review organization.

1. Requesting a formal review

a. Written request required. The request must be in writing, shall state

the specific matter in dispute, shall include copies of the written determination
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(notice of reconsideration determination or OCHAMPUS initial determination) being
appealed, and shall include any additional information or documents not submitted
previously.

b. Where to file. The request shall be submitted to the Chief, Appeals
and Hearings, OCHAMPUS, Aurora, Colorado 80045-6900.

c. Allowed time to file. The request shall be mailed within 60 days
after the date of the notice of the reconsideration determination or OCHAMPUS
initial determination being appealed.

d. Official filing date. A request for a formal review shall be deemed
filed on the date it is mailed and postmarked. If the request does not have a
postmark, it shall be deemed filed on the date received by OCHAMPUS.

2. The formal review process. The purpose of the formal review is to
determine whether the initial determination or reconsideration determination was
made in accordance with law, regulation, policies, and guidelines in effect at the
time the care was provided or requested or at the time of the initial determination,
reconsideration, or formal review decision involving a provider request for approval
as an authorized CHAMPUS provider. The formal review is performed by the Chief,
Appeals and Hearings, OCHAMPUS, or a designee, and is a thorough review of the
case. The formal review determination shall be based on the information upon which
the initial determination or reconsideration determination was based, and any
additional information the appealing party may submit or OCHAMPUS may obtain.

3. Timeliness of formal review determination. The Chief, Appeals and
Hearings, OCHAMPUS, or a designee, normally shall issue the formal review
determination no later than 90 days from the date of receipt of the request for
formal review by the OCHAMPUS.

4. Notice of formal review determination. The Chief, Appeals and Hearings,
OCHAMPUS, or a designee, shall issue a written notice of the formal review
determination to the appealing party at his or her last known address. The notice of
the formal review determination must contain the following elements:

a. A statement of the issue or issues under appeal.

b. The provisions of law, regulation, policies, and guidelines that apply
to the issue nr issues under appeal.

c. A discussion of the original and additional information that is
relevant to the issue or issues under appeal.

d. Whether the formal review upholds the prior determination or
determinations or reverses the prior determination or determinations in whole or in
part and the rationale for the action.

e. A statement of the right to request a hearing in any case when the
formal review determination is less than fully favorable, the issue is appealable,
and the amount in dispute is $300 or more.
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* F. Authorities.

1. The Uniformed Services may establish additional procedures, consistent with
this chapter, for the effective administration of the supplemental care program in
their respective services.

2. -"e Assistant Secretary of Defense for Health Affairs i. responsible for
the ove-all policy direction of the supplemental care program and the administration
of tnis chapter.

3. The Director, OCHAMPUS shall issue procedural requirements for the
implementation of this Chapter, including the requirement for claims submission
similar to those established by Chapter 7.
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"CHAPTER 4
BASIC PROGRAM BENEFITS

A. GENERAL

The CHAMPUS Basic Pý ,ram is essentially a supplemental program to the
Uniformed Services direct medical care system. The Basic Program is similar
to private medical insurance programs, and is designed to provide financial
assistance to CHAMPUS beneficiaries for certain prescribed medical care obtained
from civilian sources.

1. Scope of benefits. Subject to all applicable definitions, conditions,
limitations, or exclusions specified in this Regulation, the CHAMPUS Basic
Program will pay for medically necessary services and supplies required in the
diagnosis and treatment of illness or injury, including maternity care and
well-baby care. Benefits include specified medical services and supplies pro-
vided to eligible beneficiaries from authorized civilian sources such as hos-
pitals, other authorized institutional providers, physicians, other authorized
individual professional providers, and professional ambulance service, pre-
scription drugs, authorized medical supplies, and rental or purchase of durable
medical equipment.

2. Persons eligible for Basic Program benefits. Persons eligible to
receive the Basic Program benefits are set forth in Chapter 3 of this Regula-
tion. Any person determined to be an eligible CHAMPUS beneficiary is eli-

* gible for Basic Program benefits.

3. Authority to act for CHAMPUS. The authority to make benefit deter-
minations and authorize the disbursement of funds under CHAMPUS is restricted
to the Director, OCHAMPUS; designated OCHAMPUS staff; Director, OCHAMPUSEUR;
or CHAMPUS fiscal intermediaries. No other persons or agents (such as physicians,
staff members of hospitals, or CHAMPUS health benefits advisors) have such
authority.

4. Status of patient controlling forpurposes of cost-sharing. Bene-
fits for covered services and supplies described in this chapter will be ex-
tended either on an inpatient or outpatient cost-sharing basis in accordance
with the sta-us of the patient at the time the covered services and supplies
were provided, unless otherwise specifically designated (such as for ambu-
lance service or maternity care). For cost-sharing provisions, refer to sec-
tion F. of this chapter.

5. Right to information. As a condition precedent to the provision of
benefits hereunder, OCHAMPUS or its CHAMPUS fiscal intermediaries shall be
entitled to receive information from a physician or hospital or other person,
institution, or organization (including a local, state, or U.S. Government
agency) providing services or supplies to the beneficiary for which claim,ý or
requests for approval for benefits are submitted. Such information and rec-
ords may relate to the attendance, testing, monitoring, or examination or
diagnosis of, or treatment rendered, or services and supplies furnished to a
beneficiary, and shall be necessary for the accurate and efficient adminis-
tration of CHAMPUS benefits. Before a determination will be made on a request
for preauthorization or claim of benefits, a beneficiary or sponsor must
provide particular additional information relevant to the requested determina-
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lion, when necessary. The recipient of such information shall in every case hold
such records confidential except when (a) disclosure of such information is
authorized specifically by the beneficiary; (b) disclosure is necessary to permit
authorized govetnmental officials to investigate and prosecute criminal actions, or
(c) disclosure is authorized or required specifically under the terms of the Privacy
Act or Freedom of Information Act (references (i) through (k)) (refer to section M.
of chapter 1 of this Regulation). For the purposes of determining the applicability
of and implementing the provisions of chapters 8, 11 and 12, or any provision of
similar purpose of any other medical benefits coverage or entitlement, OCHAMPUS or
CHAMPUS fiscal intermediaries may release, without consent or notice to any
beneficiary or sponsor, to any person, organization, government agency, provider, or
other entity any information with respect to any beneficiary when such release
constitutes a Loutine use published in the Federal Register in accordance with DoD
5400.11-R (reference (k)). Before a person's claim of benefits will be adjudicated,
the person must furnish to CHAMPUS information that reasonably may be expected to be
in his or her possession and that is necessary to make the benefit determination.
Failure to provide the requested information may result in denial of the claim.

6. Phisical examinations. The Director, OCHAMPUS, or a designee, may require
a beneficiary to submit to one or more medical (including psychiatric) examinations
to determine the beneficiary's entitlement to benefits for which application has
been made or for otherwise authorized medically necessary services and supplies
required in the diagnosis or treatment of an illness or injury (including maternity
and well-baby care). When a medical examination has been requested, CHAMPUS will
withnold payment of any pending claims or preauthorization requests on that
particular beneficiary. If the beneficiary refuses to agree to the requested
medical examination, or unless prevented by a medical reason acceptable to OCHAMPUS,
the examination is not performed within 90 days of initial request, all pending
claims for services and supplies will be denied. A denial of payments for services
or supplies provided before (and related to) the request for a physical examination
is not subject to reconsideration. The medical examination and required beneficiary
travel related to performing the requested medical examination will be at the
expense of CHAMPUS. The medical examination may be performed by a physician in a
Uniformed Services medical facility or by an appropriate civilian physician, as
determined and selected by the Director, OCHAMPUS, or a designee who is responsible
for making such arrangements as are necessary, including necessary travel
arrangements.

7. Claims filing deadline. For all services provided on or after January 1,
1993, to be considered for benefits, all claims submitted for benefits, must,
except as provided in Chapter 7, of this regulation, be filed with the appropriate
CHAMPUS contractor no later than one year after the services are provided. Unless
the requirement is waived, failure to file a claim within the deadline waives all
rights to benefits for such services or supplies.

8. Doublep coverageand thi rd party recoverips. CHAMPUS claims involving
double coverage or the possibility that the United States can recover all or a part
of its expenses from a third party, are specifically subject to the provisions of
Chapter 8 or Chapter 12 of this Regulation as apptoi)riate.
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i | 9. Nonavailability Statements within a 40-mile catchment area. In some
geographic locations (or under certain special circunstances), it ib necessary for a
CHAMPUS beneficiary to determine whether the required medical care can be provided
through a Uniformed Service facility. If the required medical care cannot be
provided, the hospital commander, or a designee, will issue a Nonavailability
Statement (DD Form 1251). Except for emergencies, a Nonavailability State-
ment should be issued before medical care is obtained from a civilian
source. Failure to secure such a statement may waive the beneficiary's
rights to benefits under CHAMPUS.

a. Rules applicable to issuance of Nonavailability Statement (DD
Form 1251).

(1) The ASD(HA) is responsible for issuing rules and regulations
regarding Nonavailability Statements.

(2) A Nonavailability Statement (NAS) is required for services in
connection with nonemergency inpatient hospital care if such services are available
at a facility of the Uniformed Services located within a 40-mile radius of the
residence of the bereficiary, except that a NAS is not required for services
otherwise available at a facility of the Uniformed Services located within a 40-mile
radius of the beneficiary's residence when another insurance plan or program
provides the beneficiary primary coverage for the services.

(3) An NAS is also required for selected outpatient procedures it
such services are not available at a Uniformed Service facility (excluding
facilities which are exclusively outpatient clinics) located within a 40-mile radius
(catchment area) of the residence of the beneficiary. This does not apply to

emergency services or for services for which another insurance plan or program
provides the beneficiary primary coverage. Any changes to the selected outat' ant
procedures will be published in the Federal Register at least 30 days before the
effective date of the change by the ASD(HA) and will be limited to the following
categories: outpatient surgery and other selected outpatient procedures which havc
high unit costs and for which care may be available in military treatment faciLities
generally. The selected outpatient procedures will be uniform for all CHAMP`'
beneficiaries.

(4) In addition to NAS requirements set forth in paragraph A.9, of
this chapter, additional NAS requirements are established pursuant to paragraph
A.10, of this chapter in connection with highly specialized care in national or 200
mile catchment areas of military or civilian Specialized Treatment Services
Facilities.

b. Beneficiaryre.ponsibility. The beneficiary is responsible fut
securing information whether or not he or shbz resides in a geographic area that
requires obtaining a Nonavailability Atatepmnnt. Tnformation concerning (u•iont

rules and regulations may be obtained frum thP ,fl if-ces of the Army. Navy. anl Ait
Force Surgeon Generals; or a CHAMPUS health benefits advisor; or the Director.
OCHAMPUS, or a designee; or Kom the aptopiate CHAMPUS fisral intermediaty.

c. Rules in ettect_ at time uivi1if m medical care is provided apply.
The applicable rules and regulations regarding Nonavailability Statemcats in effect
at the Lime the civilian cave is m ndeted apply in deteimiimtg whether a
Nonavailability Statement is required.
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d. Nonavailability Statement (DD Form 1251) must be filed with
ap~ljlicable claim. When a claim is submitted for CHAMPUS benefits that includes
services for which a Nonavailability Statement was issued, a valid Nonavailabiiity
Statement authorization must be on DEERS.

e. Nonavailability Statement (NAS) and claims adjudication.

(1) A NAS is valid for the adjudication of CHAMPUS claims for all
related care otherwise authorized by this Regulation which is received from a
civilian source while the beneficiary resided within the Uniformed Service facility
catchment area which issued the NAS.

(2) A requirement for a NAS for inpatient hospital maternity care
mu.iL be nmet for CHAMPUS cost-share of any related outpatient maternity
(are.

10. NonavailabilitL Stjtatements in national or 200-mile catchment areas for
hi_ ly speciatized care available in selected military or civilian Specialized
Treatment Service Facilities.

a. Specialized Treatment Service Facilities. STS Facilities may be
designated for certain high cost, high technology procedures. The purpose of such
designations is to concentrate patient referrals for certain highly specialized
p)rocedures which are of relatively low incidence and/or relatively high per case
cost and which require patient concentration to permit resource investment and
enhance the effectiveness of quality assurance efforts.

b. Designat ion. Selected military treatment facilities and civilian
facilities will be designated by the Assistant Secretary of Def.'nse for Health
Affairs as STS Facilities for certain procedures. These designations will be based
on the highly specialized capabilities of these selected facilities. For each STS
designation for which NASs in national or 200-mile catchment areas will be
required, there shall be a determination that total government costs associated
with providing the service under the Specialized Treatment Services program will
in aggregate be less than the total government cost of that service under the
normal operation of CHAMPUS. There shall also be a determination that the
Specialized Treatment Services Facility meets a standard of excellence in quality
comparable to that prevailing in othe. specialized medical centers in the nation
or region
that provide the services involved.

c. Organtransl)lantsand similar procedures. For organ transplants and

procedures of similar extraordinary specialization, military or civilian STS
Facilities may be designated for a nationwide catchment area, covering all 50
states, the District of Colunbia and Puerto Rico (or, alternatively, for any
portion of such a nationwide area).

d. O ther h__igll-y spec-ialized! pr(,'-, I utres. For other highly specialized
procedures, military or civilian STS Facilities will be designated for catchment
areas of up to approximately 200 miles radius. The exact geographical area covered
for each STS Facility will be identified by refetence to State and local
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. governmental jurisdictions, zip code groups or other method to describe an area
within an approximate radius of 200 miles from the facility. In paragraph A.10 of
this chapter, this catchment area is referred to as a "200-mile catchment area'.

e. NAS requirement. For procedures subject to a nationwide catchment
area NAS requirement under paragraph A.10.c of this chapter or a 200-mile catchment
area NAS requirement under paragraph A.10.d of this chapter CHAMPUS cost sharing is
not allowed unless the services are obtained front a designated civilian Specialized
TLeatment Services program (as authorized) or an NAS has been issued. This rule is
subject to the exception set forth in paragraph A.10.f of this chapter. This NAS
requirement is a general requirement of the CHAMPUS program.

f. Exceptio ns. Nationwide catchment area NASs and 200-mile catchment
area NASs are not required in any of the following circumstances:

(1) An emergency.

(2) When another insurance plan or program provides the
beneficiary primary coverage for the services.

(3) A case-by-case waiver is granted based on a medical judgment
made by the commander of the STS Facility (or other person designated for this
purpose) that, although the care is available at the facility, it would be
medically inappropriate because of a delay in the treatment or other special
reason to require that the STS Facility be used; or

(4) A case-by-case waiver is granted by the commander of the STS
Facility (or other person designated for this purpose) that, although the care is
available at the facility, use of the facility would impose exceptional hardship on
the beneficiary or the beneficiary's family.

g. Waiver process. A process shall be established for beneficiaries to
request a case-by-case waiver under paragraphs A.l0.f.(3)(4) of this chapter. This
process shall include:

(1) An opportunity for the beneficiary (and/or the beneficiary's
physician) to submit information the beneficiary believes justifies a waiver.

(2) A written decision from a person designated for the purpose
on the request for a waiver, including a statement of the reasons for the decision.

(3) An opportunity for the beneficiary to appeal an unfavorable
decision to a designated appeal authority not involved in the initial decision; and

(4) A written decision on the appeal, including a statement of
the reasons for the decision.

h. Notice. The Assistant Secretary of Defense for Health Affairs will
annually publish in the Federal Reaister a notice of all military and civilian STS
Facilities, including a listing of the several procedures subject to nationwide
catchment areA NASs and the highly specialized procedures subject to 200-mile
catchment area NASs.
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i. Specialized procedures. Highly specialized procedures that may be

established as subject to 200-mile catchment area NASs are limited to:

(1) Medical and surgical diagnoses requiring inpatient hospital
treatment of an unusually intensive nature, documented by a DRG-based payment
system weight (pursuant to Chapter 14, paragraph A.1) for a single DRG or an
aggregated DRG weight for a category of DRGs of at least 2.0 (i.e., treatment is
at least two times as intensive as the average CHAMPUS inpatient case).

(2) Diagnostic or therapeutic services, including outpatient
services, related to such inpatient categories of treatment.

(3) Other procedures which require highly specialized equipment
the cost of which exceeds $1,000,000 (e.g., lithotriptor, positron emission
tomography equipment) and such equipment is underutilized in the area; and

(4) Other comparable highly specialized procedures as determined
by the Assistant Secretary of Defense for Health Affairs.

j. Qualitystandards. Any facility designated as a military or civilian
STS Facility under paragraph A.10 of this chapter shall be required to meet quality
standards established by the Assistant Secretary of Defense for Health Affairs. In
the development of such standards, the Assistant Secretary shall consult with
relevant medical speciality societies and other appropriate parties. To the extent
feasible, quality standards shall be based on nationally recognized standards.

k. NAS procedures. The provisions of paragraphs A.9.b through A.9.e of
this chapter regarding procedures applicable to NASs shall apply to expanded
catchment area NASs required by paragraph A.10 of this chapter.

1. Travel and lodg:_n expenses. In accordance with guidelines issued by
the Assistant Secretary of Defense for Health Affairs, certain travel and lodging
expenses associated with services under the Specialized Treatment Services program
may be fully or partially reimbursed.

m. Preference for military facility use. In any case in which services
subject to an NAS requirement under paragraph A.10 of this chapter are available in
both a military STS Facility and from a civilian STS Facility, the military
Facility must be used unless use of the civilian Facility is specifically
authorized.

11. Qualityand Utilization Review Peer Review Organizationprogram. All
benefits under the CHAMPUS program are subject to review under the CHAMPUS Quality
and Utilization Review Peer Review Organization program pursuant to Chapter 15.
Utilization and quality review of mental health services are also part of the Peer
Review Organization program, and are addressed in paragraph A.12 of this chapter.)

12. Utilization review, quality assurance and preauthorization for inpatient
mental health services.

a. In general. The Director. OCHAMPUS shall provide, either directly or
through contract, a program of utilization and quality review for all mental health
care services. Among other things, this program shall include mandatory
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preadmission authorization before nonemergency inpatient mental health services may
be provided and mandatory approval of continuat on of inpatient services within 72
hours of emergency admissions. This program E all also include requirements for

other pretreatment authorization procedures, concurrent review of continuing
inpatient and partial hospitalization care, retrospective review, and other such
procedures as determined appropriate by the Director, OCHAMPUS. The provisions of
paragraph H of this chapter and paragraph F, Chapter 15, shall apply to this
program. The Director, OCHAMPUS, shall establish, pursuant to paragraph F., Chapter
15, procedures substantially comparable to requirements of paragraph H of this
chapter and Chapter 15. If the utilization and quality review program for mental
health care services is provided by contract, the contractor(s) need not be the same
contractor(s) as are engaged under Chapter 15 in connection with the review of other
services.

b. Preadmission authorization.

(1) This section generally requires preadmission authorization for
all nonemergency inpatient mental health services and prompt continued stay
authorization after emergency admissions. It also requires preadmission
authorization for all admissions to a partial hospitalization program, without
exception, as the concept of an emergency admission does not pertain to a partial
hospitalization level of care. Institutional services for which payment would
otherwise be authorized, but which were provided without compliance with
preadmission authorization requirements, do not qualify for the same payment that
would be provided if the preadmission requirements had been met.

(2) In cases of noncompliance with preauthorization requirements, a

payment reduction shall be made in accordance with Chapter 15, paragraph B.4.c.

(3) For purposes of paragraph A.12.b.(2) of this chapter, a day of
services without the appropriate preauthorization is any day of services provided

prior to:

(a) the receipt of an authorization; or

(b) the effective date of an authorization subsequently

received.

(4) Services for which payment is disallowed under paragraph
A.12.b.(2) of this chapter may not be billed to the patient (or the patient's
family).

13. Implementing instructions. The Director, OCHAMPUS, shall issue policies,
procedures, instructions, guidelines, standards, and/or criteria to implement this
chapter.

B. INSTITUTIONAL BENEFITS

1. General. Services and supplies provided by an institutional provider
authorized as set forth in Chapter 6 of this Regulation may be cost-shared only when
such services or supplies (i) are otherwise authorized by this Regulation; (ii) are
medically necessary; (iii) are ordered, directed, prescribed, or delivered by an
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OCHAMPUS-authorized individual professional provider as set forth in Chapter 6 of
this Regulation or by an employee of the authorized institutional provider who is
otherwise eligible to be a CHAMPUS authorized individual professional provider; (iv)
are delivered in accordance with generally accepted norms for clinical practice in
the United States; (v) meet established quality standards; and (vi) comply with
applicable definitions, conditions, limitations, exceptions, or exclusions as
otherwise set forth in this Regulation.

a. Billingpractices. To be considered for benefits under this section
B., covered services and supplies must be provided and billed for by a hospital or
other authorized institutional provider. Such billings must be fully itemized and
sufficiently descriptive to permit CHAMPUS to determine whether benefits are
authorized by this Regulation. Depending on the individual circumstances, teaching
physician services may be considered an institutional benefit in accordance with
this Section or a professional benefit under Section C. See paragraph C.3.m.
of the Chapter for the CHAMPUS requirements regarding teaching physicians. In the
case of continuous care, claims shall be submitted to the appropriate CHAMPUS
fiscal intermediary at least every 30 days either by the beneficiary or sponsor
or, on a participating basis, directly by the facility on behalf of the beneficiary
(refer to Chapter 7).

b. Successive inpatient admissions. Successive inpatient admissions
shall be deemed one inpatient confinement for the purpose of computing the active
duty dependent's share of the inpatient institutional charges, provided not more
than 60 days have elapsed between the successive admissions, except that successive
inpatient admissions related to a single maternity episode shall be considered one
confinement, regardless of the number of days between admissions. For the purpose
of applying benefits, successive admissions will be determined separately for
maternity admissions and admissions related to an accidental injury (refer to
section F. of this chapter).

c. Related services and supplies. Covered services and supplies must be
rendered in connection with and related directly to a covered diagnosis or
definitive set of symptoms requiring otherwise authorized medically necessary
treatment.

d. Inpatient, appropriate level required. For purposes of inpatient
care, the level of institutional care for which Basic Program benefits may be
extended must be at the appropriate level required to provide the medically
necessary treatment except for patients requiring skilled nursing facility care.
For patients for whom skilled nursing facility care is adequate, but is not
available in the general locality, benefits may be continued in the higher level
care facility. General locality means an area that includes all the skilled nursing
facilities within 50 miles of the higher level facility, unless the higher level
facility can demonstrate that the skilled nursing facilities are inaccessible to its
patients. The decision as to whether a skilled nursing facility is within the
higher level facility's general locality, or the skilled nursing facility is
inaccessible to the higher level facility's patients shall be a CHAMPUS contractor
initial determination for the purposes of appeal under chapter 10 of this
regulation. CHAMPUS institutional benefit payments shall be limited to the
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. allowable cost that would have been incurred in the skilled nursing facility, as
determined by the Director, OCHAMPUS, or a designee. If it is determined that the
institutional care can be provided reasonably in the home setting, no CHAMPUS
institutional benefits are payable.

e. General or special education not covered. Services and supplies
related to the provision of either regular or special education generally are not
covered. Such exclusion applies whether a separate charge is made for education or
whether it is included as a part of an overall combined daily charge of an
institution. In the latter instance, that portion of the overall combined daily
charge related to education must be determined, based on the allowable costs of the
educational component, and deleted from the institution's charges before CHAMPUS
benefits can be extended. The only exception is when appropriate education is not
available from or not payable by the cognizant public entity. Each case must be
referred to the Director, OCHAMPUS, or a designee, for review and a determination of
the applicability of CHAMPUS benefits.

2. Covered hospital services and supplies

a. Room and board. Includes special diets, laundry services, and other
general housekeeping support services (inpatient only).

b. General staff nursing services.

c. ICU. Includes specialized units, such as for respiratory condi-
tions, cardiac surgery, coronary care, burn care, or neurosurgery (inpatient
only).

d. Opjerating room, recovery room. Operating room and recovery
room, including other special treatment rooms and equipment, and hyperbaric
chamber.

e. Druas and medicines. Includes sera, biologicals, and pharmaceu-
tical preparations (including insulin) that are listed in the official for-
mularies of the institution or facility at the time of use. (To be consid-
ered as an inpatient supply, drugs and medicines must be consumed during the
specific period the beneficiary is a registered inpatient. Drugs and medi-
cines prescribed for use outside the hospital, even though prescribed and ob-
tained while still a registered inpatient, will be considered outpatient sup-
plies and the provisions of section D. of this chapter will apply.)

f. Durable medical equipment, medical supplies, and dressings. In-
cludes durable medical equipment, medical supplies essential to a surgical
procedure (such as artificial heart valve and artificial ball and socket
joint), sterile trays, casts, and orthopedic hardware. Use of durable medi-
cal equipment is restricted to an inpatient basis.

NOTE: If durable medical equipment is to be used on an outpatient
basis or continued in outpatient status after use as an in-
patient, benefits will be provided as set forth in section D.
of this chapter and cost-sharing will be on an outpatient
basis (refer to subsection A.4. of this chapter).
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g. Dianostic services. Includes clinical laboratory examinations,
x-ray examinations, pathological examinations, and machine tests that produce
hard-copy results. Also includes CT scanning under certain limited conditions.

h. Anesthesia. Includes both the anesthetic agent and its admin-
istration.

i. Blood. Includes blood, plasma and its derivatives, including
equipment and supplies, and its administration.

j. Radiation therapy. Includes radioisotopes.

k. Physical therapy.

1. Oxygen. Includes equipment for its administration.

m. Intravenous injections. Includes solution.

n. Shock therapy.

o. Chemotherapy.

p. Renal and peritoneal dialysis.

q. Psychological evaluation tests. When required by the diagnosis.

r. Other medical services. Includes such other medical services as
may be authorized by the Director, OCHAMPUS, or a designee, provided they are
related directly to the diagnosis or definitive set of symptoms and rendered
by a member of the institution's medical or professional staff (either
salaried or contractual) and billed for by the hospital.

3. Covered services and supplies provided by special medical treatment
institutions or facilities, other than hospitals or RTCs

a. Room and board. Includes special diets, laundry services, and
other general housekeeping support services (inpatient only).

b. General staff nursing services.

c. Drugs and medicines. Includes sera, biologicals, and pharma-
ceutical preparations (including insulin) that are listed in the official
formularies of the institution or facility at the time of use. (To be con-
sidered as an inpatient supply, drugs and medicines must be consumed during
the specific period the beneficiary is a registered inpatient. Drugs and
medicines prescribed for use outside the authorized institutional provider,
even though prescribed and obtained while still a registered inpatient, will
lie considered outpatient supplies and the provisions of section D. of this
chapter will apply.)
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d. Durable medical erquipment, medical supplies, and dressings.

Includes durable medical equipment, sterile trays, casts, orthopedic hardware
and dressings. Use of durable medical equipment is restricted to an inpatient
basis.

NOTE: If the durable medical equipment is to be used on an out-
patient basis or continued in outpatient status after use
as an inpatient, benefits will be provided as set forth
in section D. of this chapter, and cost-sharing will be
on an outpatient basis (refer to subsection A.4. of this
chapter).

e. Diagnostic services. Includes clinical laboratory exami-
nations, x-ray examinations, pathological examinations, and machine tests
that produce hard-copy results.

f. Blood. Includes blood, plasma and its derivatives, including
equipment and supplies, and its administration.

g. Physical therapy.

h. Oxygen. Includes equipment for its administration.

i. Intravenous injections. Includes solution.

j. Shock therapy.

k. Chemotherapy.

1. Psychological evaluation tests. When required by the
diagnosis.

m. Renal and peritoneal dialysis.

n. Other medical services. Other medical services may be authorized
by the Director, OCHAMPUS, or a designee, provided they are related directly
to the diagnosis or definitive set of symptoms and rendered by a member of the
institution's medical or professional staff (either salaried or contractual)
and billed for by the authorized institutional provider of care.

4. Services and supplies provided by RTCs

a. Room and board. Includes use of residential facilities such as
food service (including special diets), laundry services, supervised reason-
able recreational and social activity services, and other general services as
considered appropriate by the Director, OCHAMPUS, or a designee.

h. Patient assessment. Includes the assessment of each child or
adolescent accepted by the RTC, including clinical consideration of each of
his or her fundamental needs, that is, physical, psychological, chronological
age, developmental level, family, educational, social, environmental, andS recreational.
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c. Diagnostic services. Includes clinical laboratory examinations,
x-ray examinations, pathological examinations, and machine tests that produce
hard-copy results.

d. Psychological evaluation tests.

e. Treatment of mental disorders. Services and supplies that are
medically or psychologically necessary to diagnose and treat the mental disorder
for which the patient was admitted to the RTC. Covered services and require-
ments for qualifications of providers are as listed in paragraph C.3.i. of
this chapter.

f. Other necessary medical care. Emergency medical services or other
authorized medical care may be rendered by the RTC provided it is professionally
capable of rendering such services and meets standards required by the
Director, OCHAMPUS. It is intended, however, that CHAMPUS payments to an RTC
should primarily cover those services and supplies directly related to the
treatment of mental disorders that require residential care.

g. Criteria for determining medical or psychological necessity. In
determining the medical or psychological necessity of services and supplies provided
by RTCs, the evaluation conducted by the Director, OCHAMPUS (or designee) shall
consider the appropriate level of care for the patient, the intensity of services
required by the patient, and the availability of that care. In addition to the
criteria set forth in this paragraph B.4. of this chapter, additional evaluation
standards, consistent with such criteria, may be adopted by the Director, OCHAMPUS
(or designee). RTC services and supplies shall not be considered medically or
psychologically necessary unless, at a minimum, all the following criteria are
clinically determined in the evaluation to be fully met:

(1) Patient has a diagnosable psychiatric disorder.

(2) Patient exhibits patterns of disruptive behavior with evidence of
disturbances in family functioning or social relationships and persistent
psychological and/or emotional disturbances.

(3) RTC services involve active clinical treatment under an
individualized treatment plan that provides for:

(a) Specific level of care, and measurable goals/objectives
relevant to each of the problems identified;

(b) Skilled interventions by qualified mental health

professionals to assist the patient and/or family;

(c) Time frames for achieving proposed outcomes; and

(d) Evaluation of treatment progress to include timely reviews
and updates as appropriate of the patient's treatment plan that reflects alterations
in the treatment regimen, the measurable goals/objectives, and the level of care
required for each of the patient's problems, and explanations of any failure to
achieve the treatment goals/objectives.
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(4) Unless therapeutically contraindicated, the family and/or
guardian must actively participate in the continuing care of the patient either
through direct involvement at the facility or geographically distant family
therapy. (In the latter case, the treatment center must document that there has
been collaboration with the family and/or guardian in all reviews.)

h. Preauthorization requirement.

(1) All admissions to RTC care are elective and must be certified as
medically/psychologically necessary prior to admission. The criteria for
preauthorization shall be those set forth in paragraph B.4.g. of this chapter. In
applying those criteria in the context of preadmission authorization review, special
emphasis is placed on the development of a specific diagnosis/treatment plan,
consistent with those criteria and reasonably expected to be effective, for that
individual patient.

(2) The timetable for development of the individualized treatment
plan shall be as follows:

(a) The plan must be under development at the time of the
admission.

(b) A preliminary treatment plan must be established within 24
hours of the admission.

(c) A master treatment plan must be established within ten

calendar days of the admission.

(3) The elements of the individualized treatment plan must include:

(a) The diagnostic evaluation that establishes the necessity for
the admission;

(b) An assessment regarding the inappropriateness of services at
a less intensive level of care;

(c) A comprehensive, biopsychosocial assessment and diagnostic
formulation;

(d) A specific individualized treatment plan that integrates
measurable goals/objectives and their required level of care for each of the
patient's problems that are a focus of treatment;

(e) A specific plan for involvement of family members, unless
therapeutically contraindicated; and

(f) A discharge plan, including an objective of referring the
patient to further services, if needed, at less intensive levels of care within the
benefit limit period.
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(4) Preauthorization requests should be made not fewer than two
business days prior to the planned admission. In general, the decision regarding
preauthorization shall be made within one business day of receipt of a request for
preauthorization, and shall be followed with written confirmation. Pre-
authorizations are valid for the period of time, appropriate to the type of care
involved, stated when the preauthorization is issued. In general, pre-
authorizations are valid for 30 days.

i. Concurrent review. Concurrent review of the necessity for continued
stay will be conducted no less frequently than every 30 days. The criteria for
concurrent review shall be those set forth in paragraph B.4.g. of this chapter. In
applying those criteria in the context of concurrent review, special emphasis is
placed on evaluating the progress being made in the active individualized clinical
treatment being provided and on developing appropriate discharge plans.

5. Extent of institutional benefits

a. Inpatient room accommodations

(1) Semiprivate. The allowable costs for room and board fur-
nished an individual patient are payable for semiprivate accommodations in a
hospital or other authorized institution, subject to appropriate cost-sharing
provisions (refer to section F. of this chapter). A semiprivate accommoda-
tion is a room containing at least two beds. Therefore, if a room publicly
is designated by the institution as a semiprivate accommodation and contains
multiple beds, it qualifies as semiprivate for the purpose of CHAMPUS.

(2) Private. A room with one bed that is designated as a private
room by the hospital or other authorized institutional provider. The allow-
able cost of a private room accommodation is covered only under the following
conditions:

(a) When its use is required medically and when the attending
physician certifies that a private room is necessary medically for the proper
care and treatment of a patient; or

(b) When a patient's medical condition requires isolation;
or

(c) When a patient (in need of immediate inpatient care but
not requiring a private room) is admitted to a hospital or other authorized
institution that has semiprivate accommodations, but at the time of admission,
such accommodations are occupied; or

(d) When a patient is admitted to an acute care hospital
(general or special) without semiprivate rooms.

(3) Duration of private room stay. The allowable cost of private
accommodations is covered under the circumstances described in subparagraph
B.5.a.(2) of this chapter until the patient's condition no longer requires
the private room for medical reasons or medical isolation; or, in the case
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. of the patient not requiring a private room, when a semiprivate accommoda-
tion becomes available; or, in the case of an acute care hospital (general
or special) which does not have semiprivate rooms, for the duration of an
otherwise covered inpatient stay.

(4) Hospital (except an acute care hospital, general or spe-
cial) or other authorized institutional provider without semiprivate accom-
modations. When a beneficiary is admitted to a hospital (except an acute
care hospital, general or special) or other institution that has no semi-
private accommodations, for any inpatient day when the patient qualifies for
use of a private room (as set forth in subparagraphs B.5.a.(2)(a) and (b),
above), the allowable cost of private accommodations is covered. For any
inpatient day in such a hospital or other authorized institution when the
patient does not require medically the private room, the allowable cost of
semiprivate accommodations is covered, such allowable costs to be determined
by the Director, OCHAMPUS, or a designee.

b. General staff nursing services. General staff nursing services
cover all nursing care (other than that provided by private duty nurses) in-
cluding, but not limited to, general duty nursing, emergency room nursing,
recovery room nursing, intensive nursing care, and group nursing arrange-
ments. Only nursing services provided by nursing personnel on the payroll
of the hospital or other authorized institution are eligible under this
section B. If a nurse who is not on the payroll of the hospital or other
authorized institution is called in specifically to care for a single
patient (individual nursing) or more than one patient (group nursing),
whether the patient is billed for the nursing services directly or through
the hospital or other institution, such services constitute private duty
(special) nursing services and are not eligible for benefits under this
paragraph (the provisions of paragraph C.2.o. of this chapter would apply).

c. ICU. An ICU is a special segregated unit of a hospital in which
patients are concentrated, by reason of serious illness, usually without
regard to diagnosis. Special lifesaving techniques and equipment are avail-
able regularly and immediately within the unit, and patients are under contin-
uous observation by a nursing staff specially trained and selected for the
care of this type of patient. The unit is maintained on a continuing, rather
than an intermittent or temporary, basis. It is not a postoperative recovery
room or a postanesthesia room. In some large or highly specialized hospitals,
the ICUs may be refined further for special purposes, such as for respiratory
conditions, cardiac surgery, coronary care, burn care, or neurosurgery. For
purposes of CHAMPUS, these specialized units would be considered ICUs if they
otherwise conformed to the definition of an ICU.

d. Treatment rooms. Standard treatment rooms include emergency
rooms, operating rooms, recovery rooms, special treatment rooms, and hyper-
baric chambers and all related necessary medical staff and equipment. To be
recognized for purposes of CHAMPUS, treatment rooms must be so designated and
maintained by the hospital or other authorized institution on a continuing
basis. A treatment room set up on an intermittent or temporary basis would
not be so recognized.
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e. Drugs and medicines. Drugs and medicines are included as a
supply of a hospital or other authorized institution only under the following
conditions:

(1) They represent a cost to the facility rendering treatment;

(2) They are furnished to a patient receiving treatment, and
are related directly to that treatment; and

(3) They are ordinarily furnished by the facility for the care
and treatment of inpatients.

f. Durable medical equipment, medical supplies,_and dressings.
Durable medical equipment, medical supplies, and dressings are included as
a supply of a hospital or other authorized institution only under the fol-
lowing conditions:

(1) If ordinarily furnished by the facility for the care and
treatment of patients; and

(2) If specifically related to, and in connection with, the
condition for which the patient is being treated; and

(3) If ordinarily furnished to a patient for use in the hospital
or other authorized institution (except in the case of a temporary or dispos-
able item); and

(4) Use of durable medical equipment is limited to those items
provided while the patient is an inpatient. If such equipment is provided
for use on an outpatient basis, the provisions of section D. of this chapter
apply.

g. Transitional use items. Under certain circumstances, a tem-
porary or disposable item may be provided for use beyond an inpatient stay,
when such item is necessary medically to permit. or facilitate the patient's
departure from the hospital or other authorized institution, or which may be
required until such time as the patient can obtain a continuing supply; or it
would be unreasonable or impossible from a medical standpoint to discontinue
the patient's use of the item at the time of termination of his or her stay
as an inpatient.

h. Anestheti-cs and qxxygen. Anesthetics and oxygen and their admini-
stration are considered a service or supply if furnished by the hospital or
other authorized institution, or by others under arrangements made by the
facility under which the billing for such services is made through the
facility.

6. Innatient mental heal th__services. Inpatient mental health services
are those services furnished by institutional and professional providers for
treatment of a nervous or mental disorder (as defined in Chapter 2) to a
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. patient admitted to a CHAMPUS-authorized acute care general hospital; a
psychiatric hospital; or, unless otherwise exempted, a special institutional
provider.

a. Criteria for determininjgmedical or psychological necessity. In
determining the medical or psychological necessity of acute inpatient mental health
services, the evaluation conducted by the Director, OCHAMPUS (or designee) shall
consider the appropriate level of care for the patient, the intensity of services
required by the patient, and the availability of that care. The purpose of such
acute inpatient care is to stabilize a life-threatening or severely disabling
condition within the context of a brief, intensive model of inpatient care in order
to permit management of the patient's condition at a less intensive level of care.
Such care is appropriate only if the patient requires services of an intensity and
nature that are generally recognized as being effectively and safely provided only
in an acute inpatient hospital setting. In addition to the criteria set forth in
this paragraph B.6. of this chapter, additional evaluation standards, consistent
with such criteria, may be adopted by the Director, OCHAMPUS (or designee). Acute
inpatient care shall not be considered necessary unless the patient needs to be
observed and assessed on a 24-hour basis by skilled nursing staff, and/or requires
continued intervention by a multidisciplinary treatment team; and in addition, at
least one of the following criteria is determined to be met:

(1) Patient poses a serious risk of harm to self and/or others.

(2) Patient is in need of high dosage, intensive medication or
somatic and/or psychological treatment, with potentially serious side effects.

(3) Patient has acute disturbances of mood, behavior, or thinking.

b. Fmer en_ admissions. Admission to an acute inpatient hospital
setting may be on an emergency or on a non-emergency basis. In order for an
admission to qualify as an emergency, the following criteria, in addition to those
in paragraph B.6.a. of this chapter, must be met:

(1) the patient must be at immediate risk of serious harm to self and
or others based on a psychiatric evaluation performed by a physician (or other
qualified mental health professional with hospital admission authority); and

(2) the patient requires immediate continuous skilled observation and
treatment at the acute psychiatric level of care.

c. Preaulhorization requirements.

(1) All non-emergency admissions to an acute inpatient hospital level
of care must be authorized prior to the admission. The criteria for
preauthorization shall be those set forth in paragraph B.6.a. of this chapter. In
applying those criteria in the context of preauthorization review, special emphasis
is placed on the development of a specific individualized treatment plan, consistent
with those criteria and reasonably expected to be effective, for that individual
patient.
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(2) The timetable for development of the individualized treatment
I)lan shall be as follows:

(a) The development of the plan must begin immediately upon
admission.

(b) A preliminary treatment plan must be established within 24
hours of the admission.

(c) A master treatment plan must be established within five
calendar days of the admission.

(3) The elements of the individualized treatment plan must include:

(a) The diagnostic evaluation that establishes the necessity for
the admission;

(b) An assessment regarding the inappropriateness of services at
a less intensive level of care;

(c) A comprehensive biopsychosocial assessment and diagnostic
formulation;

(d) A specific individualized treatment plan that integrates
measurable goals/objectives and their required level of care for each of the
patient's problems that are a focus of treatment;

(e) A specific plan for involvement of family members, unless
therapeutically contraindicated; and

(f) A discharge plan, including an objective of referring the
patient to further services, if needed, at less intensive levels of care within the
benefit limit period.

(4) The request for preauthorization must be received by the reviewer
designated by the Director, OCHAMPUS prior to the planned admission. In general,
the decision regarding preauthorization shall be made within one business day of
receipt of a request for preauthorization, and shall be followed with written
confirmation. In the case of 4n authorization issued after an admission resulting
from approval of a request made prior to the admission, the effective date of the
certification shall be the date of the receips of the request. However, if the
request on which the approved authorization is based was made after the admission
(and the case was not an emergency admission), the effective date of the
authorization shall be the date of approval.

(5) Authorization prior to admission is not required in the case of a
psychiatric emergency requiring an inpatient acute level of care, but authorization
for a continuation of services must be obtained promptly. Admissions resulting from
a bona fide psychiatric emergency should be reported within 24 hours of the
admission or the next business day after the admission, but must be reported to
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. the Director, OCHAMPUS or a designee, within 72 hours of the admission. In the case
of an emergency admission authorization resulting from approval of a request made
within 72 hours of the admission, the effective date of the authorization shall be
the date of the admission. However, if it is determined that the case was not a
bona fide psychiatric emergency admission (but the admission can be authorized as
medically or psychologically necessary), the effective date of the authorization
shall be the date of the receipt of the request.

d. Concurrent review. Concurrent review of the necessity for continued
stay will be conducted. The criteria for concurrent review shall be those set forth
in paragraph B.6.a. of this chapter. In applying those criteria in the context of
concurrent review, special emphasis is placed on evaluating the progress being made
in the active clinical treatment being provided and on developing/refining
appropriate discharge plans. In general, the decision regarding concurrent review
shall be made within one business day of the review, and shall be followed with
written confirmation.

7. Emergency inpatient hospital services. In the case of a medical
emergency, benefits can be extended for medically necessary inpatient services
and supplies provided to a beneficiary by a hospital, including hospitals
that do not meet CHAMPUS standards or comply with the provisions of title VI
of the Civil Rights Act (reference (z)), or satisfy other conditions herein
set forth. In a medical emergency, medically necessary inpatient services and
supplies are those that are necessary to prevent the death or serious impair-
ment of the health of the patient, and that, because of the threat to the life
or health of the patient, necessitate, the use of the most accessible hospital
available and equipped to furnish such services. The availability of benefits
depends upon the following three separate findings and continues only as long
as the emergency exists, as determined by medical review. If the case quali-
fied as an emergency at the time of admission to an unauthorized institutional
provider and the emergency subsequently is determined no longer to exist,
benefits will be extended up through the date of notice to the beneficiary and
provider that CHAMPUS benefits no longer are payable in that hospital.

a. Existence of medical emergency. A determination that a medical
emergency existed with regard to the patient's condition;

b. Immediate admission required. A determination that the condition
causing the medical emergency required immediate admission to a hospital to
provide the emergency care; and

C. Closest hospital utilized. A determination that diagnosis or
treatment was received at the most accessible (closest) hospital available and
equipped to furnish the medically necessary care.

8. RTC day limit.

a. With respect to mental health services provided on or after October 1,
1991, benefits for residential treatment are generally limited to 150 days in a
fiscal year or 150 days in an admission (not including days of care prior to October
1, 1991). The RTC benefit limit is separate from the benefit limit for acute
inpatient mental health care.
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b. Waiver of the RTC day limit.

(1) There is a statutory presumption against the appropriateness of
residential treatment services in excess of the 150 day limit. However, the
Director, OCHAMPUS, (or designee) may in special cases, after considering the
opinion of the peer review designated by the Director (involving a health
professional who is not a federal employee) confirming that applicable criteria have
been met, waive the RTC benefit limit in paragraph B.8.a. of this chapter and
authorize payment for care beyond that limit.

(2) The criteria for waiver shall be those set forth in paragraph
B.4.g. of this chapter. In applying those criteria to the context of waiver request
reviews, special emphasis is placed on assuring that the record documents that:

(a) Active treatment has taken place for the past 150 days and
substantial progress has been made according to the plan of treatment.

(b) The progress made is insufficient, due to the complexity of
the illness, for the patient to be discharged to a less intensive level of care.

(c) Specific evidence is presented to explain the factors which
interfered with treatment progress during the 150 days of RTC care.

(d) The waiver request includes specific time frames and a
specific plan of treatment which will lead to discharge.

(3) Where family or social issues complicate transfer to a lower
level of intensity, the RTC is responsible for determining and arranging the
supportive and adjunctive resources required to permit appropriate transfer. If the
RTC fails adequately to meet this responsibility, the existence of such family or
social issues shall be an inadequate basis for a waiver of the benefit limit.

(4) It is the responsibility of the patient's attending clinician to
establish, through actual documentation from the medical record and other sources,
that the conditions for waiver exist.

c. RTC day limits do not apply to services provided under the Program for
the Handicapped (Chapter 5 of this Regulation) or services provided as partial
hospitalization care.

9. Acute care day limits.

a. With respect to mental health care services provided on or after
October 1, 1991, payment for inpatient acute hospital care is, in general,
statutorily limited as follows:

(1) Adults, aged 19 and over - 30 days in a fiscal year or 30 days in
an admission (excluding days provided prior to October 1, 1991).

(2) Children and adolescents, aged 18 and under - 45 days in a fiscal
year or 45 days in an admission (excluding days provided prior to October 1, 1991).
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b. It is the patient's age at the time of admission that determines the

number of days available.

c. Waiver of the acute care day limits.

(1) There is a statutory presumption against the appropriateness of
inpatient acute services in excess of the day limits set forth in paragraph B.9.a.
of this chapter. However. the Director, OCHAMPUS (or designee) may in special
cases, after considering the opinion of the peer review designated by the Director
(involving a health professional who is not a federal employee) confirming that
applicable criteria have been met, waive the acute inpatient limits described in
paragraph B.9.a. of this chapter and authorize payment for care beyond those limits.

(2) The criteria for waiver of the acute inpatient limit shall be
those set forth in paragraph B.6.a. of this chapter. In applying those criteria in
the context of waiver request review, special emphasis is placed on determining
whethfr additional days of acute inpatient mental health care are
medfcally/psychologically necessary to complete necessary elements of the treatment
plan prior to implementing appropriate discharge planning. A waiver may also be
granted in cases in which a patient exhibits well-documented new symptoms,
maladaptive behavior, or medical complications which have appeared in the inpatient
setting requiring a significant revision to the treatment plan.

(3) The clinician responsible for the patient's care is responsible
for documenting that a waiver criterion has been met and must establish an estimated
length of stay beyond the date of the inpatient limit. There must be evidence of a
coherent and specific plan for assessment, intervention and reassessment that
reasonably can be accomplished within the time frame of the additional days of
coverage requested under the waiver provision.

(4) For patients in care at the time the inpatient limit is reached,
a waiver must be requested prior to the limit. For patients being readmitted after
having received 30 or 45 days in the fiscal year, the waiver review will be
conducted at the time of the preadmission authorization.

d. Acute care day limits do not apply to services provided under the
Program for the Handicapped (Chapter 5 of this Regulation) or services provided as
partial hospitalization care.

10. Psychiatric partial hospitalization services.

a. In general. Partial hospitalization services are those services
furnished by a CHAMPUS-authorized partial hospitalization program and authorized
mental health providers for the active treatment of a mental disorder. All services
must follow a medical model and vest patient care under the general direction of a
licensed psychiatrist employed by the partial hospitalization center to ensure
medication and physical needs of all the patients are considered. The primary or
attending provider must be a CHAMPUS authorized mental health provider, operating
within the scope of his/her license. These categories include physicians, clinical
psychologists, certified psychiatric nurse specialists, clinical social workers,

0
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marriage and family counselors, pastoral counselors and mental health counselors.
Partial hospitalization services are covered as a basic program benefit only if they
are provided in accordance with this paragraph B.10. of this chapter.

b. Criteria for determining medical or psychological necessity of
psychiatric partial hospitalizationaservices. Psychiatric partial hospitalization

services will be considered necessary only if all of the following conditions are
present:

(1) The patient is suffering significant impairment from a
mental disorder (as defined in Chapter 2) which interferes with age appropriate
functioning.

(2) The patient is unable to maintain himself or herself in the
community, with appropriate support, at a sufficient level of functioning to permit
an adequate course of therapy exclusively on an outpatient basis (but is able, with
appropriate support, to maintain a basic level of functioning to permit partial
hospitalization services and presents no substantial imminent risk of harm to self
or others).

(3) The patient is in need of crisis stabilization, treatment of
partially stabilized mental health disorders, or services as a transition from an
inpatient program.

(4) The admission into the partial hospitalization program is
based on the development of an individualized diagnosis and treatment plan expected
to be effective for that patient and permit treatment at a less intensive level.

c. Preauthorization and concurrent review requirements. All preadmission
authorization and concurrent review requirements and procedures applicable to acute
mental health inpatient hospital care in paragraphs A.12. and B. of this chapter
are applicable to the partial hospitalization program, except that the criteria for
considering medical or psychological necessity shall be those set forth in paragraph
B.10.b. of this chapter, and no emergency admissions will be recognized.

d. Institutional benefits limited to 60 _days. Benefits for
institutional services for partial hospitalization are limited to 60 treatment days
(whether a full day or partial day program) in a fiscal year or in an admission.
This limit may be extended by waiver.

e. Waiver of the 60-day partial hospitalization program limit. The
Director, OCHAMPUS (or designee) may, in special cases, waive the 60-day partial
hospitalization benefit and authorize payment for care beyond the 60-day limit.

(1) The criteria for waiver are set forth in paragraph B.l0.b.
of this chapter. In applying these criteria in the context of waiver request
review, special emphasis is placed on determining whether additional days of partial
hospitalization are medically/psychologically necessary to complete essential
elements of the treatment plan prior to discharge. Consideration is also given in
cases in which a patient exhibits well-documented new symptoms or maladaptive
behaviors which have appeared in the partial hospitalization setting requiring
significant revisions to the treatment plan.
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(2) The clinician responsible for the patient's care is
responsible for documenting the need for additional days and must establish an
estimated length of stay beyond the date of the 60-day limit. There must be
evidence of a coherent and specific plan for assessment, intervention and
reassessment that reasonably can be accomplished within the time frame of the
additional days of coverage requested under the waiver provisions.

(3) For patients in care at the time the partial hospitalization
program limit is reached, a waiver must be requested prior to the limit. For
patients being readmitted after having received 60 days in the fiscal year, the
waiver review will be conducted at the time of the preadmission authorization.

f. Services and supplies. The following services and supplies are
included in the per diem rate approved for an authorized partial hospitalization
program:

(1) Board. Includes use of the partial hospital facilities such
as food service, supervised therapeutically constructed recreational and social
activities, and other general services as considered appropriate by the Director,
OCHAMPUS, or a designee.

(2) Patient assessment. Includes the assessment of each
individual accepted by the facility, and must, at a minimum, consist of a physical
examination; psychiatric examination; psychological assessment; assessment of
physiological, biological and cognitive processes; developmental assessment; family. history and assessment; social history and assessment; educational or vocational
history and assessment; environmental assessment; and recreational/activities
assessment. Assessments conducted within 30 days prior to admission to a partial
program may be used if approved and deemed adequate to permit treatment planning by
the partial hospital program.

(3) Psychological testing.

(4) Treatment services. All services, supplies, equipment and
space necessary to fulfill the requirements of each patient's individualized
diagnosis and treatment plan (with the exception of the five psychotherapy sessions
per week which may be allowed separately for individual or family psychotherapy
based upon the provisions of B.10.g. of this chapter.) All mental health services
must be provided by a CHAMPUS authorized individual professional provider of mental
health services. [Exception: PHPs that employ individuals with master's or
doctoral level degrees in a mental health discipline who do not meet the licensure,
certification and experience requirements for a qualified mental health provider but
are actively working toward licensure or certification, may provide services within
the all-inclusive per diem rate but the individual must work under the clinical
supervision of a fully qualified mental health provider employed by the PHP.]

g. Social services required. The facility must provide an active
social services component which assures the patient appropriate living arrangements
after treatment hours, transportation to and from the facility, arrangement of
community based support services, referral of suspected child abuse to the
appropriate state agencies, and effective after care arrangements, at a minimum.

4-23

#First Amendment (Ch 9, 3/22/95)



Sep 93#
DoD 6010.8-R

h. Educational services required. Programs treating children and
adolescents must ensure the provision of a state certified educational component
which assures that patients do not fall behind in educational placement while
receiving partial hospital treatment. CHAMPUS will not fund the cost of educational
services separately from the per diem rate. The hours devoted to education do not
count toward the therapeutic half or full day program.

i. Family therapy re.uired. The facility must ensure the provision
of an active family therapy treatment component which assures that each patient and
family participate at least weekly in family therapy provided by the institution and
rendered by a CHAMPUS authorized individual professional provider of mental health
services. There is no acceptable substitute for family therapy. An exception to
this requirement may be granted on a case-by-case basis by the Director, OCHAMPUS,
or designee, only if family therapy is clinically contraindicated.

j. Professional mental health benefits limited. Professional mental
health benefits are limited to a maximum of one session (60 minutes individual, 90
minutes family) per authorized treatment day not to exceed five sessions in any
calendar week. These may be billed separately from the partial hospitalization per
diem rate only when rendered by an attending, CHAMPUS-authorized mental health
professional who is not an employee of, or under contract with, the partial
hospitalization program for purposes of providing clinical patient care.

k. Non-mental health related medical services. Separate billing

will be allowed for otherwise covered, non-mental health related medical services.

C. PROFESSIONAL SERVICES BENEFIT

1. General. Benefits may be extended for those covered services des-
cribed in this section C., that are provided in accordance with good medical
practice and established standards of quality by physicians or other author-
ized individual professional providers, as set forth in Chapter 6 of this
Regulation. Such benefits are subject to all applicable definitions, condi-
tions, exceptions, limitations, or exclusion as may be otherwise set forth
in this or other chapters of this Regulation. Except as otherwise specifi-
cally authorized, to be considered for benefits under this section C., the
described services must be rendered by a physician, or prescribed, ordered,
and referred medically by a physician to other authorized individual pro-
fessional providers. Further, except under specifically defined circum-
stances, there should be an attending physician in any episode of care.
(For example, certain services of a clinical psychologist are exempt from
this requirement. For these exceptions, refer to Chapter 6.)

a. Billingpractices. To be considered for benefits under this
section C., covered professional services must be performed personally by
the physician or other authorized individual professional provider, who is
other than a salaried or contractual staff member of a hospital or other
authorized institution, and who ordinarily and customarily bills on a fee-
for-service basis for professional services rendered. Such billings must be
itemized fully and sufficiently descriptive to permit CHAMPUS to determine
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. whether benefits are authorized by this Regulation. See paragraph C.3.m. of this
Chapter for the requirements regarding the special circumstances for teaching
physicians. For continuing professional care, claims should be submitted to the
appropriate CHAMPUS fiscal intermediary &t least every 30 days either by the
beneficiary or sponsor, or directly by the physician or other authorized individual
professional provider on behalf of a beneficiary (refer to Chapter 7 of this
Regulation).

b. Services must be related. Covered professional services must
be rendered in connection with and directly related to a covered diagnosis
or definitive set of symptoms requiring medically necessary treatment.

2. Covered services of physicians and other authorized individual pro-
fessional providers

a. Surgery. Surgery means operative procedures, including related
preoperative and postoperative care; reduction of fractures and dislocations;
injection and needling procedures of the joints; laser surgery of the eye;
and the following procedures:

Bronchoscopy
Laryn goscopy
Thoracoscopy
Catheterization of the heart
Arteriograph thoracic lumbar
Esophagoscopy
Gastroscopy

Proctoscopy
Sigmoidoscopy
Peritoneoscopy
Cystoscopy
Colonoscopy
Upper G.I. panendoscopy

Encephalograph
Myelography
Discography
Visualization of intracranial aneurysm by intracarotid

injection of dye, with exposure of carotid artery,
unilateral

Ventriculography
Insufflation of uterus and fallopian tubes for determination

of tubal patency (Rubin's test of injection of
radiopaque medium or for dilation)

Introduction of opaque media into the cranial arterial
system, preliminary to cerebral arteriography, or into
vertebral and subclavian systems

Intraspinal introduction of air preliminary to
pneumoencephalography

Intraspinal introduction of opaque media preliminary to
myelography

Intraventricular introduction of air preliminary to
0 ventriculography

4-25

#Second Amendment (Ch 9, 3/22/95)



Jul 91#
DoD 6010.8-R

NOTE: The Director, OCHAMPUS, or a designee, shall determine
such additional procedures that may fall within the intent
of this definition of "surgery."

b. Surgical assistance.

c. Inpatient medical services.

d. Outpatient medical services.

e. Psychiatric services.

f. Consultation services.

g. Anesthesia services.

h. Radiation therapy services.

i. X-ray services.

j. Laboratory and pathological services.

k. Physical medicine services or physiatry services.

1. Maternity care.

m. Well-baby care.

n. Other medical care. Other medical care includes, but is not
limited to, hemodialysis, inhalation therapy, shock therapy, and chemotherapy. The
Director, OCHAMPUS, or a designee, shall determine those additional medical services
for which benefits may be extended under this paragraph.

NOTE: A separate professional charge for the oral administration

of approved antineoplastic drugs is not covered.

o. Private duty (special) nursing services.

p. Routine eye examinations. Coverage for routine eye examinations
is limited to dependents of active duty members, to one examination per
calendar year per person, and to services rendered on or after October 1,
1984.

3. Extent of professional benefits

a. Multiple surgery. In cases of multiple surgical procedures
performed during the same operative session, benefits shall be extended as
follows:

(1) One hundred (100) percent of the CHAMPUS-determined allowable
charge for the major surgical procedure (the procedure for which the greatest
amount is payable under the applicable reimbursement method); and
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(2) Fifty (50) percent of the CHAMPUS-determined allowable charge
for each of the other surgical procedures.

(3) Except that:

(a) If the multiple surgical procedures involve the fingers
or toes, benefits for the first surgical procedure shall be at one hundred (100)
percent of the CHAMPUS-determined allowable charge; the second procedure at fifty
(50) percent; and the third and subsequent procedures at twenty-five (25)
percent.

(b) If the multiple surgical procedures include an incidental

procedure, no benefits shall be allowed for the incidental procedure.

(c) If the multiple surgical procedures involve specific
procedures identified by the Director, OCHAMPUS, benefits shall be limited as set
forth in CHAMPUS instructions.

b. Different types of inpatient care, concurrent. If a beneficiary
receives inl)atient medical care during the same admission in which he or she
also receives surgical care or maternity care, the beneficiary shall be
entitled to the greater of the CHAMPUS-determined allowable charge for either
the inpatient medical care or surgical or maternity care received, as the case
may be, but not both; except that the provisions of this paragraph C.3.b. shall
not apply if such inpatient medical care is for a diagnosed condition requiring
inpatient medical care not related to the condition for which surgical care or
maternity care is received, and is received from a physician other than the
one rendering the surgical care or maternity care.

NOTE: This provision is not meant to imply that when extra time
and special effort are required due to postsurgical or
postdelivery complications, the attending physician may
not request special consideration for a higher than usual
charge.

c. Need for surgical assistance. Surgical assistance is payable only
when the complexity of the procedure warrants a surgical assistant (other than the
surgical nurse or other such operating room personnel), subject to utilization
review. In order for benefits to be extended for surgical assistance service, the
primary surgeon may be required to certify in writing to the nonavailability of a
qualified intern, resident, or other house physician. When a claim is received for
a surgical assistant involving the following circumstances, special review is
required to ascertain whether the surgical assistance service meets the medical
necessity and other requirements of this section C.

(1) If the surgical assistance occurred in a hospital that has
a residency program in a specialty appropriate to the surgery;

(2) If the surgery was performed by a team of surgeons;
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(3) If there were multiple surgical assistants; or

(4) If the surgical assistant was a partner of or from the same
group of practicing surgeons as the attending surgeon.

d. Aftercare following surger3y. Except for those diagnostic pro-
cedures classified as surgery in this section C., and injection and needling
procedures involving the joints, the benefit payments made for surgery
(regardless of the setting in which it is rendered) include normal aftercare,
whether the aftercare is billed for by the physician or other authorized in-
dividual professional provider on a global, all-inclusive basis, or billed
for separately.

e. Cast and sutures, removal. The benefit payments made for the
application of a cast or of sutures normally covers the postoperative care
including the removal of the cast or sutures. When the application is made
in one geographical location and the removal of the cast or sutures must be
done in another geographical location, a separate benefit payment may be pro-
vided for the removal. The intent of this provision is to provide a separate
benefit only when it is impracticable for the beneficiary to use the services
of the provider that applied the cast originally. Benefits are not available
for the services of a second provider if those services reasonably could have
been rendered by the individual professional provider who applied the cast or
sutures initially.

f. Inpatient care, concurrent. Concurrent inpatient care by more
than one individual professional provider is covered if required because of
the severity and complexity of the beneficiary's condition or because the
beneficiary has multiple conditions that require treatment by providers of
different specialities. Any claim for concurrent care must be reviewed
before extending benefits in order to ascertain the condition of the bene-
ficiary at the time the concurrent care was rendered. In the absence of
such determination, benefits are payable only for inpatient care rendered by
one attending physician or other authorized individual professional provider.

g. Consultants who become the attending surgeon. A consultation

performed within 3 days of surgery by the attending physician is considered a
preoperative examination. Preoperative examinations are an integral part of the
surgery and a separate benefit is not payable for the consultation. If more than 3
days elapse between the consultation and surgery (performed by the same physician),
benefits may be extended for the consultation, subject to review.

h. Anesthesia administered by the attending physician. A separate
benefit is not payable for anesthesia administered by the attending physician
(surgeon or obstetrician) or dentist, or by the surgical, obstetrical, or dental
assistant.

i. Treatment of mental disorders. CHAMPUS benefits for the treatment of
mental disorders are payable for beneficiaries who are outpatients or inpatients of
CHAMPUS-authorized general or psychiatric hospitals, RTCs, or specialized treatment

facilities, as authorized by the Director, OCHAMPUS, or a designee. All such 0
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Sservices are subject to review for medical or psychological necessity and for
quality of care. The Director, OCHAMPUS, reserves the right to require
preauthorization of mental health services. Preauthorization may be conducted by
the Director, OCHAMPUS, or a designee. In order to qualify for CHAMPUS mental
health benefits, the patient must be diagnosed by a CHAMPUS-authorized licensed,
qualified mental health professional to be suffering from a mental disorder,
according to the criteria listed in the most current edition of the Diagnostic and
Statistical Manual of Mental Disorders of the American Psychiatric Association.
Benefits are limited for certain mental disorders, such as specific developmental
disorders. No benefits are payable for "Conditions Not Attributable to a Mental
Disorder," or V codes. In order for treatment of a mental disorder to be medically
or psychologically necessary, the patient must, as a result of a diagnosed mental
disorder, be experiencing both physical or psychological distress and an impairment
in his or her ability to function in appropriate occupational, educational or social
roles. It is generally the degree to which the patient's ability to function is
impaired that determines the level of care (if any) required to treat the patient's
condition.

(1) Covered diagnojstic and therapeutic services. Subject to the
requirements and limitations stated, CHAMPUS benefits are payable for the following
services when rendered in the diagnosis or treatment of a covered mental disorder by
a CHAMPUS-authorized, qualified mental health provider practicing within the scope
of his or her license. Qualified mental health providers are: psychiatrists or
other physicians; clinical psychologists, certified psychiatric nurse specialists or
clinical social workers; and certified marriage and family therapists, pastoral, and
mental health counselors, under a physician's supervision. No payment will be made
for any service listed in this subparagraph C.3.i.(1) rendered by an individual who
does not meet the criteria of Chapter 6 of this Regulation for his or her respective
profession, regardless of whether the provider is an independent professional
provider or an employee of an authorized professional or institutional provider.

(a) Individual psychotherapy, adult or child. A covered

individual psychotherapy session is no more than 60 minutes in length. An
individual psychotherapy session of up to 120 minutes in length is payable for
crisis intervention.

(b) Group sychotherapy. A covered group psychotherapy session
is no more than 90 minutes in length.

(c) Family or conjoint psychotherapy. A covered family or
conjoint psychotherapy session is no more than 90 minutes in length. A family or
conjoint psychotherapy session of up to 180 minutes in length is payable for crisis
intervention.

(d) Psychoanalysis. Psychoanalysis is covered when provided by
a graduate or candidate of a psychoanalytic training institution recognized by the
American Psychological Association or the American Psychiatric Association and when
preauthorized by the Director, OCHAMPUS, or a designee.
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(e) Ps ychlogial testing and assessment. Psychological testing
and assessment is generally limited to six hours of testing in a fiscal year when
medically or psychologically necessary and in conjunction with otherwise covered
psychotherapy. Testing or assessment in excess of these limits requires review
for medical necessity. Benefits will not be provided for the Reitan-Indiana
battery when administered to a patient under age five, for self-administered tests
administered to patients under age 13, or for psychological testing and assessment
as part of an assessment for academic placement.

(f) Administration of psychotropcdrgs. When prescribed
by an authorized provider qualified by licensure to prescribe drugs.

(g) Electroconvulsive treatment. When provided in accordance with
guidelines issued by the Director, OCHAMPUS.

(h) Collateral visits. Covered collateral visits are those
that are medically or psychologically necessary for the treatment of the
patient and, as such, are considered as a psychotherapy session for purposes
of subparagraph C.3.i.(2) of this chapter.

(2) Limitations and review requirements

(a) Outpatient psychotherapy. Outpatient psychotherapy
generally is limited to a maximum of two psychotherapy sessions per week,
in any combination of individual, family, conjoint, collateral, or group
essions. Before benefits can be extended for more than two outpatient

psychotherapy sessions per week, professional review of the medical or
psychological necessity for and appropriateness of the more intensive
therapy is required.

(b) Inpatient psychotherapy. Coverage of inpatient
psychotherapy is based on the medical or psychological necessity for the
services identified in the patient's treatment plan. As a general rule,
up to five psychotherapy sessions per week are considered appropriate.
Additional sessions per week or more than one type of psychotherapy session
performed on the same day (for example, an individual psychotherapy session
and a family psychotherapy session on the same day) could be considered for
coverage, depending on the medical or psychological necessity for the ser-
vices. Benefits for inpatient psychotherapy will end automatically when
authorization has been granted for the maximum number of inpatient mental health
days in accordance with the limits as described in this Chapter 4, unless
additional coverage is granted by the Director, OCHAMPUS or a designee.

(3) Covered ancillary _theraipieass. Includes art, music, dance,
occupational, and other ancillary therapies, when included by the attending
provider in an approved inpatient, residential treatment plan and under the
clinical supervision of a licensed doctoral level mental health professional.
These ancillary therapies are not separately reimbursed professional services but
are included within the institutional reimbursement.

(4) Review of claims for-treatment of mental disorder. The
Director, OCHIAMP11S, shall establish and maintain procedures for review, in-
cluding professional review, of the services provided for the treatment of
mental disorders.
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j. Physical and occupational therapy

(1) Physical therapy. To be covered, physical therapy must be

related to a covered medical condition. If performed by other than a physi-
cian, a physician (or other authorized individual professional provider acting
within the scope of their license) shall refer the patient for treatment and
supervise the physical therapy. Generally, coverage of outpatient physical
therapy is limited to a 60-day period, at up to two physical therapy sessions per
week. Physical therapy beyond this length or frequency requires documentation of
the medical necessity for the therapy and the anticipated results of the therapy.
General exercise programs are not covered, even if recommended by a physician and
conducted by qualified personnel. Passive exercises and range of motion exercises
are not covered except when prescribed as an integral part of a comprehensive
program of physical therapy.

(2) Occupational therapy. To be covered, occupational therapy must

be related to a covered medical condition and must be directed to assisting the
patient to overcome or compensate for disability resulting from illness, injury,
or the effects of treatment of a covered condition. If performed by other than a
physician, a physician shall prescribe the treatment and a physician shall
supervise the occupational therapy. The occupational therapist providing the
therapy shall be an employee of a CHAMPUS-authorized institutional provider and
the services must be rendered in connection with CHAMPUS authorized care. Only
those occupational therapy services that are rendered as part of an organized
inpatient or outpatient rehabilitation program are covered. Occupational
therapists are not considered CHAMPUS-authorized providers in their own right and
may not submit bills on a fee-for-service basis. The employing institutional
provider shall bill for the services of the occupational therapist.

k. Well-baby care. Benefits routinely are payable for well-baby care

from birth up to the child's second birthday.

(1) The following services are payable when rendered as a part of a
specific well-baby care program and when rendered by the attending pediatrician,
family physician, or a pediatric nurse practitioner:

(a) Newborn examination, PKU tests, and newborn circumcision.

(b) History, physical examination, discussion, and counseling.

(c) Vision, hearing, and dental screening.

(d) Developmental appraisal.

(e) Immunization (that is, DPT, polio, measles, mumps, and
rubella).

(f) Tuberculin test, hematocrit or Hgb., and urinalysis.

(2) Additional services or visits required because of specific
findings or because of the particular circumstance of the individual case are
covered if medically necessary and otherwise authorized for benefits under
CHAMPUS.
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1. Private duty (special) nursing. Benefits are available for the
skilled niursing services rendered by a private duty (special) nurse to a

beneficiary reguiring intensive skilled nursing care that can only be provided
with the technical proficiency and scientific skills of an R.N. The specific
skilled nursing services being rendered are controlling, not the condition of the
patient or the professional status of the private duty (special) nurse rendering
the services.

(1) Inpatient private duty (special) nursing services are limited
to those rendered to an inpatient in a hospital that does not have an ICU. In
addition, under specified circumstances, private duty (special) nursing in the
home setting also is covered.

(2) The private duty (special) nursing care must be ordered and
certified to be medically necessary by the attending physician.

(3) The skilled nursing care must be rendered by a private duty
(special) nurse who is neither a member of the immediate family nor is a member of
the beneficiary's household.

(4) Private duty (special) nursing care does not, except
incidentally, include providing services that provide or support primarily the
essentials of daily living or acting as a companion or sitter.

(5) If the private duty (special) nursing care services being
performed are primarily those that could be rendered by the average adult with
minimal instruction or supervision, the services would not qualify as covered
private duty (special) nursing services, regardless of whether performed by an
R.N., regardless of whether or not ordered and certified to by the attending
physician, and regardless of the condition of the patient.

(6) In order for such services to be considered for benefits, a
private duty (special) nurse is required to maintain detailed daily nursing notes,
whether the case involves inpatient nursing service or nursing services rendered
in the home setting.

(7) Claims for continuing private duty (special) nursing care shall
be submitted at least every 30 days. Each claim will be reviewed and the nursing
care eva .uated whether it continues to be appropriate and eligible for benefits.

(8) In most situations involving private duty (special nursing care
rendered in the home setting, benefits will be available only for a portion of the
care, that is, providing benefits only for that time actually required to perform
medically necessary skilled nursing services. If full-time private duty (special)
nursing services are engaged, usually for convenience or to provide personal
services to the patient, CHAMPUS benefits are payable only for that portion of the
day during which skilled nursing services are rendered, but in no event is less
than 1 hour of nursing care payable in any 24-hour period during which skilled
nursing services are determined to have been rendered. Such situations often are
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better accommodated through the use of visiting nurses. This allows the personal
services that are not coverable by CHAMPUS to be obtained at lesser cost from
other than an R.N. Skilled nursing services provided by visiting nurses are
covered under CHAMPUS.

NOTE: When the services of an R.N. are not available, benefits may be
extended for the otherwise covered services of a L.P.N. or L.V.N.

m. Physicians in a teaching setting.

(1) Teaching Physicians.

(a) General. The services of teaching physicians may be
reimbursed on an allowable charge basis only when the teaching physician has
established an attending physician relationship between the teaching physician and
the services (e.g., services rendered as a consultant, assistant surgeon, etc.).
Attending physician services may include both direct patient care services or
direct supervision of care provided by a physician in training. In order to be
considered an attending physician, the teaching physician must:

1 Review the patient's history and the record of
examinations and tests in the institution, and make frequent reviews of the
patient's progress; and

2 Personally examine the patient; and

3 Confirm or revise the diagnosis and determine the
course of treatment to be followed; and

4 Either perform the physician's services required by
the patient or supervise the treatment so as to assure that appropriate services
are provided by physicians in training and that the care meets a proper quality
level; and

5 Be present and ready to perform any service performed
by an attending physician in a nonteaching setting when a major surgical procedure
or a complex or dangerous medical procedure is performed; and

6 Be personally responsible for the patient's care, at
least throughout the period of hospitalization.

(b) Direct supervisionf!y an attending physician of care
provided by physicians in training. Payment on the basis of allowable charges may
be made for the professional services rendered to a beneficiary by his/her
attending physician when the attending physician provides personal and
identitiable direction to physicians in training who are participating in the care
of the patient. It is not necessary that the attending physician be personally
present for all services, but the attending physician must be on the provider's
pLemises and available to provide immediate personal assistance and direction if
needed.
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(c) Individual, personal services. A teaching physician may
be reimbursed on an allowable charge basis for any individual, identifiable
service rendered to a CHAMPUS beneficiary, so long as the service is a covered
service and is normally reimbursed separately, and so long as the patient records
substantiate the service.

(d) Who may bill. The services of a teaching physician must
be billed by the institutional provider when the physician is employed by the
provider or a related entity or under a contract which provides for payment to the
physician by the provider or a related entity. Where the teaching physician has
no relationship with the provider (except for standard physician privileges to
admit patients) and generally treats patients on a fee-for-service basis in the
private sector, the teaching physician may submit claims under his/her own
provider number.

(2) Physicians in training. Physicians in training in an approved
teaching program are considered to be "students" and may not be reimbursed
directly by CHAMPUS for services rendered to a beneficiary when their services are
provided as part of their employment (either salaried or contractual) by a
hospital or other institutional provider. Services of physicians in training may
be reimbursed on an allowable charge basis only if:

(a) The physician in training is fully licensed to practice
medicine by the state in which the services are performed, and

(b) The services are rendered outside the scope and
requirements of the approved training program to which the physician in training
is assigned.

D. OTHER BENEFITS

1. General. Benefits may be extended for the allowable charge of those
other covered services and supplies described in this section D., which are
provided in accordance with good medical practice and established standards of
quality by those other authorized providers described in Chapter 6 of this
Regulation. Such benefits are subject to all applicable definitions, conditions,
limitations, or exclusions as otherwise may be set forth in this or other chapters
of this Regulation. To be considered for benefits under this section D., the
described services or supplies must be prescribed and ordered by a physician.
Other authorized individual professional providers acting within their scope of
licensure may also prescribe and order these services and supplies unless
otherwise specified in this section D. For example, durable medical equipment and
cardiorespiratory monitors can only be ordered by a physician.

2. Billinjg practices. To be considered for benefits under this Section D.,
covered services and supplies must be provided and billed for by an authorized
provider as set forth in Chapter 6 of this Regulation. Such billing must be
itemized fully and described sufficiently, even when CHAMPUS payment is determined
under the CHAMPUS DRG-based payment system, so that CHAMPUS can determine whether
benefits are authorized by this Regulation. Except for claims subject to the
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. CHAMPUS DRG-based payment system, whenever continuing charges are involved, claims
should be submitted to the appropriate CHAMPUS fiscal intermediary at least every
30 days (monthly) either by the beneficiary or sponsor or directly by the
provider. For claims subject to the CHAMPUS DRG-based payment system, claims may
be submitted only after the beneficiary has been discharged or transferred from
the hospital.

3. Other covered services and supplies

a. Blood. If whole blood or plasma (or its derivatives) are provided
and billed for by an authorized institution in connection with covered treatment,
benefits are extended as set forth in section B. of this chapter. If blood is
billed for directly to a beneficiary, benefits may be extended under this section
D. in the same manner as a medical supply.

b. Durable medical equipment

(1) Scope of benefit. Subject to the exceptions in paragraphs (2)
and (3) below, only durable medical equipment (DME) which is ordered by a
physician for the specific use of the beneficiary, and which complies with the
definition of "Durable Medical Equipment" in Chapter 2 of this Regulation, and
which is not otherwise excluded by this Regulation qualifies as a Basic Program
benefit.

(2) Cardiorespiratory monitor exception.

(a) When prescribed by a physician who is otherwise eligible as a
CHAMPUS individual professional provider, or who is on active duty with a United
States Uniformed Service, an electronic cardiorespiratory monitor, including
technical support necessary for the proper use of the monitor, may be cost-shared
as durable medical equipment when supervised by the prescribing physician for
in-home use by:

1 An infant beneficiary who has had an apparent
life-threatening event, as defined in guidelines issued by the Director, OCHAMPUS,
or a designee, or,

2 An infant beneficiary who is a subsequent or multiple birth
biological sibling of a victim of sudden infant death syndrome (SIDS), or,

3 An infant beneficiary whose birth weight
was 1,500 grams or less, or,

4 An infant beneficiary who is a pre-term infant with
pathologic apnea, as defined in guidelines issued by the Director, OCHAMPUS, or a
designee, or,

4-35

#First Amendment (Ch 9, 3/22/95)



Jul 91#
DoD 6010.8-R

5Any beneficiary who has a condition or suspected condition
designated in guidelines issued by the Director, OCHAMPUS, or designee, for which
the in-home use of the cardiorespiratory monitor otherwise meets Basic Program
requirements.

(b) The following types of services and items may be cost-shared
when provided in conjunction with an utherwise authorized cardiorespiratory
monitor:

1 Trend-event recorder, including technical support necessary
for the proper use of the recorder.

2 Analysis of recorded physiological data associated with
monitor alarms.

3 Professional visits for services otherwise authorized by
this Regulation, and for family training on how to respond to an apparent
life-threatening event.

4 Diagnostic testing otherwise authorized by this Regulation.

(3) Basic mobility equipment exception. A wheelchair, or a
CHAMPUS-approved alternative, which is medically necessary to provide basic
mobility, including reasonable additional cost for medically necessary
modifications to accommodate a particular disability, may be cost-shared as
durable medical equipment.

(4) Exclusions. DME which is otherwise qualified as a benefit is
excluded as a benefit under the following circumstances:

(a) DME for a beneficiary who is a patient in a type of facility
that ordinarily provides the same type of DME item to its patients at no
additional charge in the usual course of providing its services.

(b) DME which is available to the beneficiary from a Uniformed
Services Medical Treatment Facility.

(c) DME with deluxe, luxury, or immaterial features which increase
the cost of the item to the government relative to similar item without those
features.

(5) Basis for reimbursement. The cost of DME may be shared by the
CHAMPUS based upon the price which is most advantageous to the government taking
into consideration the anticipated duration of the medically necessary need for
the equipment and current price information for the type of item. The cost
analysis must include a comparison of the total price of the item as a monthly
rental charge, a lease-purchase price, and a lump-sum purchase price and a
provision for the time value of money at the rate determined by the U.S.
Department of the Treasury.
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c. Medical supplies and dressings (consumables). Medical supplies and
dressings (consumables) are those that do not withstand prolonged, repeated use.
Such items must be related directly to an appropriate and verified covered medical
condition of the specific beneficiary for whom the item was purchased and obtained
from a medical supply company, a pharmacy, or authorized institutional provider.
Examples of covered medical supplies and dressings are disposable syringes for a
known diabetic, colostomy sets, irrigation sets, and elastic bandages. An
external surgical garment specifically designed for use following a mastectomy is
considered a medical supply item.

NOTE: Generally, the allowable charge of a medical supply item will be under
$100. Any item over this amount must be reviewed to determine whether
it would not qualify as a DME item. If it is, in fact, a medical
supply item and does not represent an excessive charge, it can be
considered for benefits under paragraph D.3.c., above.

d. oxygen. Oxygen and equipment for its administration are covered.
Benefits are limited to providing a tank unit at one location with oxygen limited
to a 30-day supply at any one time. Repair and adjustment of CHAMPUS-purchased
oxygen equipment also is covered.

e. Ambulance. Civilian ambulance service to, from, and between
hospitals is covered when medically necessary in connection with otherwise covered
services and supplies and a covered medical condition. Ambulance service also is
covered for transfers to a Uniformed Service Medical Treatment Facility (USMTF).
For the purpose of CHAMPUS payment, ambulance service is an outpatient service
(including in connection with maternity care) with the exception of otherwise
covered transfers between hospitals which are cost-shared on an inpatient basis.
Ambulance transfers from a hospital based emergency room to another hospital more
capable of providing the required care will also be cost-shared on an inpatient
basis.-

NOTE: The inpatient cost-sharing provisions for ambulance transfers only
apply to otherwise covered transfers between hospitals; i.e., acute
care, general, and special hospitals; psychiatric hospitals; and
long-term hospitals.

(I) Ambulance service is covered for emergency transfers from a
beneficiary's place of residence, accident scene, or other location to a USMTF,
and for transfer to a USMTF after treatment at, or admission to, a civilian
hospital, if ordered by other than a representative of the USMTF.

(2) Ambulance service cannot be used instead of taxi service and is
not payable when the patient's condition would have permitted use of regular
private transportation; nor is it payable when transport or transfer of a patient
is primarily for the purpose of having the patient nearer to home, family,
friends, or personal physician. Except as described in subparagraph D.3.e.(l),
above, transport must be to closest appropriate facility by the least costly
means.
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(3) Vehicles such as medicabs or ambicabs function primarily as
public passenger conveyances transporting patients to and from their medical
appointments. No actual medical care is provided to the patients in transit.
These types of vehicles do not qualify for benefits for the purpose of CHAMPUS
payment.

(4) Ambulance services by other than land vehicles (such as a boat
or airplane) may be considered only when the pickup point is inaccessible by a
land vehicle, or when great distance or other obstacles are involved in
transporting the patient to the nearest hospital with appropriate facilities and
the patient's medical condition warrants speedy admission or is such that transfer
by other means is contraindicated.

f. Prescription drugs and medicines. Prescription drugs and medicines
that by United States law require a physician's or other authorized individual
professional provider's prescription (acting within the scope of their license)
and that are ordered or prescribed by a physician or other authorized individual
professional provider (except that insulin is covered for a known diabetic, even
though a prescription may not be required for its purchase) in connection with an
otherwise covered condition or treatment, including Rh immune globulin.

(1) Drugs administered by a physician or other authorized
individual professional provider as an integral part of a procedure covered under
sections B. or C. of this chapter (such as chemotherapy) are not covered under
this subparagraph inasmuch as the benefit for the institutional services or the
professional services in connection with the procedure itself also includes the
drug used.

(2) CHAMPUS benefits may not be extended for drugs not approved by
the U.S. Food and Drug Administration for commercial marketing. Drugs
grandfathered by the Federal Food, Drug and Cosmetic Act of 1938 may be covered
under CHAMPUS as if FDA approved.

g. Prosthetic devices. The purchase of prosthetic devices is limited
to artificial limbs and eyes, except those items that are inserted surgically into
the body as an essential and integral part of an otherwise covered surgical
procedure are not excluded.

NOTE: In order for CHAMPUS benefits to be extended, any sur-
gical implant must be approved for use in humans by the
U.S. Food and Drug Administration. Devices that are
approved only for investigational use in humans are not
payable.

h. Orthopedic braces and appliances. The purchase of leg braces
(including attached shoes), arm braces, back braces, and neck braces is
covered. Orthopedic shoes, arch supports, shoe inserts, and other supportive
devices for the feet, including special-ordered, custom-made built-up shoes
or regular shoes subsequently built up, are not covered.
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* E. SPECIAL BENEFIT INFORMATION

1. General. There are certain circumstances, conditions, or limitations
that impact the extension of benefits and that require special emphasis and
explanation. This section E. sets forth those benefits and limitations recognized
to be in this category. The benefits and limitations herein described also are
subject to all applicable definitions, conditions, limitations, exceptions, and
exclusions as set forth in this or other chapters of this Regulation, except as
otherwise may be provided specifically in this section E.

2. Abortion. The statute under which CHAMPUS operates prohibits payment
for abortions with one single exception--where the life of the woman would be
endangered if the fetus were carried to term. Covered abortion services are
limited to medical services and supplies only. Physician certification is
required attesting that the abortion was performed because the mother's life
would have been endangered if the fetus were carried to term. Abortions
performed for suspected or confirmed fetal abnormality (e.g., anencephalic)
or for mental health reasons (e.g., threatened suicide) do not fall within
the exceptions permitted within the language of the statute and are not
authorized for payment under CHAMPUS.

NOTE: Covered abortion services are limited to medical services
or supplies only for the single circumstance outlined above
and do not include abortion counseling or referral fees.
Payment is not allowed for any services involving preparation
for, or normal followup to, a noncovered abortion. The
Director, OCHAMPUS, or a designee, shall issue guidelines
describing the policy on abortion.

3. Family planning. The scope of the CHAMPUS family planning benefit
is as follows:

a. Birth control (such as contraception)

(1) Benefits provided. Benefits are available for services
and supplies related to preventing conception, including the following:

(a) Surgical insertion, removal, or replacement of in-
trauterine devices.

(b) Measurement for, and purchase of, contraceptive dia-
phragms (and later remeasurement and replacement).

(c) Prescription oral contraceptives.

(d) Surgical sterilization (either male or female).

(2) Exclusions. The family planning benefit does not include the
following:

(a) Prophylactics (condoms).
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(b) Spermicidal foams, jellies, and sprays not requiring
a prescription.

(c) Services and supplies related to noncoital
reproductive technologies, including but not limited to artificial insemination
(including any costs related to donors or semen banks), in-vitro
fertilization and gamete intrafallopian transfer.

(d) Reversal of a surgical sterilization procedure (male
or female).

b. Genetic testin&. Genetic testing essentially is preventive rather
than related to active medical treatment of an illness or injury. However, under
the family planning benefit, genetic testing is covered when performed in certain
high risk situations. For the purpose of CHAMPUS, genetic testing includes tests
to detect developmental abnormalities as well as purely genetic defects.

(1) Benefits provided. Benefits may be extended for genetic
testing performed on a pregnant beneficiary under the following prescribed
circumstances. The tests must be appropriate to the specific risk situation
and must meet one of the following criteria:

(a) The mother-to-be is 35 years old or older; or

(b) The mother- or father-to-be has had a previous child
born with a congenital abnormality; or

(c) Either the mother- or father-to-be has a family history of
congenital abnormalities; or

(d) The mother-to-be contracted rubella during the first
trimester of the pregnancy; or

(e) Such other specific situations as may be determined
by the Director, OCHAMPUS, or a designee, to fall within the intent of this
paragraph E.3.b.

(2) Exclusions. It is emphasized that routine or demand genetic

testing is not covered. Further, genetic testing does not include the following:

(a) Tests performed to establish paternity of a child.

(b) Tests to determine the sex of an unborn child.

4. Treatment of substance use disorders. Emergency and inpatient hospital
care for complications of alcohol and drug abuse or dependency and detoxification
are covered as for any other medical condition. Specific coverage for the
treatment of substance use disorders includes detoxification, rehabilitation, and
outpatient care provided in authorized substance use disorder rehabilitation
facilities.
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a. Emergency and inpatient hospital services. Emergency and inpatient
hospital services are covered when medically necessary for the active medical
treatment of the acute phases of substance abuse withdrawal (detoxification), for
stabilization, and for treatment of medical complications of substance use
disorders. Emergency and inpatient hospital services are considered medically
necessary only when the patient's condition is such that the personnel and
facilities of a hospital are required. Stays provided for substance use disorder
rehabilitation in a hospital-based rehabilitation facility are covered, subject to
the provisions of paragraph E.4.b. of this chapter. Inpatient hospital services
also are subject to the provisions regarding the limit on inpatient mental health
services.

b. Authorized substance use disorder treatment. Only those services
provided by CHAMPUS-authorized institutional providers are covered. Such a
provider must be either an authorized hospital, or an organized substance use
disorder treatment program in an authorized free-standing or hospital-based
substance use disorder rehabilitation facility. Covered services consist of any
or all of the services listed below. A qualified mental health provider
(physicians, clinical psychologists, clinical social workers, psychiatric nurse
specialists) (see paragraph C.3.i. of this chapter) shall prescribe the particular
level of treatment. Each CHAMPUS beneficiary is entitled to three substance use
disorder treatment benefit periods in his or her lifetime, unless this limit is
waived pursuant to paragraph E.4.e. of this chapter. (A benefit period begins
with the first date of covered treatment and ends 365 days later, regardless of
the total services actually used within the benefit period. Unused benefits
cannot be carried over to subsequent benefit periods. Emergency and inpatient
hospital services (as described in paragraph E.4.a. of this chapter) do not
constitute substance abuse treatment for purposes of establishing the beginning of
a benefit period.)

(1) Rehabilitative care. Rehabilitative care in an authorized
hospital or substance use disorder rehabilitative facility, whether free-standing
or hospital-based, is covered on either a residential or partial care (day or
night program) basis. Coverage during a single benefit period is limited to no
more than one inpatient stay (exclusive of stays classified in DRG 433) in
hospitals subject to CHAMPUS DRG-based payment system or 21 days in a DRG-exempt
facility for rehabilitation care, unless the limit is waived pursuant to paragraph
E.4.e. of this chapter. If the patient is medically in need of chemical
detoxification, but does not require the personnel or facilities of a general
hospital setting, detoxification services are covered in addition to the
rehabilitative care, but in a DRG-exempt facility detoxification services are
limited to 7 days, unless the limit is waived pursuant to paragraph E.4.e. of this
chapter. The medical necessity for the detoxification must be documented. Any
detoxification services provided by the substance use disorder rehabililation
facility must be under general medical supervision.

(2) Outpatient _care. Outpatient treatment provided by an approved
substance use disorder rehabilitation facility, whether free-standing or
hospital-based, is covered for up to 60 visits in a benefit period, unless the
limit is waived pursuant to paragraph E.4.e. of this chapter.
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(3) Family therapy. Family therapy provided by an approved
substance use disorder rehabilitation facility, whether free-standing or
hospital-based, is covered for up to 15 visits in a benefit period, unless the
limit is waived pursuant to paragraph E.4.e. of this chapter.

c. Exclusions

(1) Aversion therapy. The programmed use of physical measures,
such as electric shock, alcohol, or other drugs as negative reinforcement
(aversion therapy) is not covered, even if recommended by a physician.

(2) Domiciliary settings. Domiciliary facilities, generally
referred to as halfway or quarterway houses, are not authorized providers and
charges for services provided by these facilities are not covered.

d. Confidentiality. Release of any patient identifying information,
including that required to adjudicate a claim, must comply with the provisions of
section 544 of the Public Health Service Act, as amended, (42 U.S.C. 290dd-3),
which governs the release of medical and other information from the records of
patients undergoing treatment of substance abuse. If the patient refuses to
authorize the release of medical records which are, in the opinion of the
Director, OCHAMPUS, or a designee, necessary to determine benefits on a claim for
treatment of substance abuse the claim will be denied.

e. Waiver of benefit limits. The specific benefit limits set forth in
paragraphs E.4.b. of this chapter may be waived by the Director, OCHAMPUS in
special cases based on a determination that all of the following criteria are met:

(1) Active treatment has taken place during the period of the
benefit limit and substantial progress has been made according to the plan of
treatment.

(2) Further progress has been delayed due to the complexity of the
illness.

(3) Specific evidence has been presented to explain the factors
that interfered with further treatment progress during the period of the benefit
limit.

(4) The waiver request includes specific time frames and a specific
plan of treatment which will complete the course of treatment.

5. Organ transplants. Basic Program benefits are available for otherwise
covered services or supplies in connection with an organ transplant procedure,
provided such transplant procedure generally is in accordance with accepted
professional medical standards and is not considered to be experimental or
investigational.

a. Recipient costs. CHAMPUS benefits are payable for recipient costs
when the recipient of the transplant is a beneficiary, whether or not the donor is
a beneficiary.

4-42

#First Amendment (Ch 9, 3/22/95)



Jul 91#
DoD 6010.8-R

b. Donor costs

(1) Donor costs are payable when both the donor and recipient are
CHAMPUS beneficiaries.

(2) Donor costs are payable when the donor is a CHAMPUS beneficiary
but the recipient is not.

(3) Donor costs are payable when the donor is the sponsor and thE'

recipient is a beneficiary. (In such an event, donor costs are paid as a part of
the beneficiary and recipient costs.)

(4) Donor costs also are payable when the donor is neither a
CHAMPUS beneficiary nor a sponsor, if the recipient is a CHAMPUS beneficiary.
(Again, in such an event, donor costs are paid as a part of the beneficiary and
recipient costs.)

c. General limitations

(1) If the donor is not a beneficiary, CHAMPUS benefits for donor
costs are limited to those directly related to the transplant procedure itself and
do not include any medical care costs related to other treatment of the donor,
including complications.

(2) In most instances, for costs related to kidney transplants,
Medicare (not CHAMPUS) benefits will be applicable. If a CHAMPUS beneficiary
participates as a kidney donor for a Medicare beneficiary, Medicare will pay for
expenses in connection with the kidney transplant to include all reasonable
preparatory, operation and postoperation recovery expenses associated with the
donation (postoperative recovery expenses are limited to the actual period of
recovery). (Refer to paragraph E.3.f. of Chapter 3 of this Regulation.)

(3) Donor transportation costs are excluded whether or not the
donor is a beneficiary.

(4) When the organ transplant is performed under a study, grant, or

research program, no CHAMPUS benefits are payable for either recipient or donor
cost.

d. Kidney acquisition. With specific reference to acquisition costs
for kidneys, each hospital that performs kidney transplants is required for
Medicare purposes to develop for each year separate standard acquisition costs for
kidneys obtained from live donors and kidneys obtained from cadavers. The
standard acquisition cost for cadaver kidneys is compiled by dividing the total
cost of cadaver kidneys acquired by the number of transplants using cadaver
kidneys. The standard acquisition cost for kidneys from live donors is compiled
similarly using the total acquisition cost of kidneys from live donors and the
number of transplants using kidneys from live donors. All recipients of cadaver
kidneys are charged the same standard cadaver kidney acquisition cost and all
recipients of kidneys from live donors are charged the same standard live donor
acquisition cost. The appropriate hospital standard kidney acquisition costs
(live donor or cadaver) required for Medicare in every instance must be used as
the acquisition cost for purposes of providing CHAMPUS benefits.
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e. Liver transplants. Effective July 1, 1983, CHAMPUS benefits are
payable for services and supplies related to liver transplantation under the
following circumstances only:

(1) Medical indications for liver transplantation. CHAMPUS shall
provide benfits for services and supplies related to liver transplantation
performed for beneficiaries suffering from irreversible liver injury who have
exhausted alternative medical and surgical treatments, who are approaching the
terminal phase of their illness, and who are considered appropriate for liver
transplantation according to guidelines adopted by the Director, OCHAMPUS.

(2) Contraindications. CHAMPUS shall not provide coverage if any
of the following contraindications exist:

(a) Active alcohol or other substance abuse;

(b) Malignancies metastasized to or extending beyond the margins of
the liver; or

(c) Viral-induced liver disease when viremia is still present.

(3) Specific covered services. CHAMPUS shall provide coverage for
the following services related to liver transplantation:

(a) Medically necessary services to evaluate a potential
candidate's suitability for liver transplantation, whether or not the patient is
ultimately accepted as a candidate for transplantation;

(b) Medically necessary pre- and post-transplant inpatient hospital
and outpatient services;

(c) Surgical services and related pre- and post-operative services
of the transplant team;

(d) Services provided by a donor organ acquisition team, including
the costs of transportation to the location of the donor organ and transportation
of the team and the donated organ to the location of the transplantation center;

(e) Medically necessary services required to maintain the viability
of the donor organ following a formal declaration of brain death and after all
existing legal requirements for excision of the donor organ have been met;

(f) Blood and blood products;

(g) Services and drugs required for immunosupression, provided the
drugs are approved by the United States Food and Drug Administration;

(h) Services and supplies, including inpatient care, which are
medically necessary to treat complications of the transplant procedure, including
management of infection and rejection episodes; and
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(i) Services and supplies which are medically necessr.ry for the
periodic evaluation and assessment of the successfully transplanted patient.

(4) Specific noncovered services. CHAMPUS benefits will not be
paid for the following:

(a) Services and supplies for which the beneficiary has no legal
obligation to pay. For example, CHAMPUS shall not reimburse expenses that are
waived by the transplant center, or for which research funds are available; and

(b) Out-of-hospital living expenses and any other non-medical
expenses, including transportation, of the liver transplant candidate or family
members, whether pre- or post-transplant.

(5) Implementation guidelines. The Director, OCHAMPUS, shall issue
such guidelines as are necessary to implement the provision of this paragraph.

f. Heart Transplantation. CHAMPUS benefits are payable for services
and supplies related to heart transplantation under the following circumstances:

(1) Medical indications for heart transplantation. CHAMPUS shall
provide benefits for services and supplies related to heart transplantation
performed for beneficiaries with end-stage cardiac disease who have exhausted
alternative medical and surgical treatments, who have a very poor prognosis as a
result of poor cardiac functional status, for whom plans for long-term adherence
to a disciplined medical regimen are feasible, and who are considered appropriate
for heart transplantation according to g'tidelines adopted by the Director,
OCHAMPUS. However, benefits for heart transplantation are available only if the
procedure is performed in a CHAMPUS-approved heart transplantation center or meets
other certification or accreditation standards recognized by the Director,
OCHAMPUS. See Chapter 6, paragraph B.4.c. of this Regulation.

(2) Specific covered services. CHAMPUS shall provide coverage for
the following services related to heart transplantation:

(a) Medically necessary services to evaluate a potential
candidate's suitability for heart transplantation, whether or not the patient is
ultimately accepted as a candidate for transplantation;

(b) Medically necessary pre- and post-transplant inp3tient hospital
and outpatient services;

(c) Surgical services and related pre- and post-operative services
of the transplant team;

(d) Services provided by the donor acquisition team, including the
costs of transportation to the location of the donor organ and transportation of
the team and the donated organ to the location of the transplantation center;

(e) Medically necessary services required to maintain the viability
of the donor organ following a formal declaration of brain death and after all

* existing legal requirements for excision of the donor organ have been met:
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(f) Blood and blood products;

(g) Services and drugs required for immunosuppression, provided the
drugs are approved by the United States Food and Drug Administration;

(h) Services and supplies, including inpatient care, which are
medically necessary to treat complications of the transplant procedure, including
management of infection and rejection episodes; and

(i) Services and supplies which are medically necessary for the
periodic evaluation and assessment of the successfully transplanted patient.

(3) Noncovered services. CHAMPUS benefits will not be paid for the
following:

(a) Services and supplies for which the beneficiary has no legal
obligation to pay; and

(b) Out-of-hospital living expenses and any other non-medical
expenses, including transportation of the heart transplant candidate or family
members, whether pre- or post-transplant.

(4) Implementation guidelines. The Director, OCHAMPUS, shall issue
such guidelines as are necessary to implement the provisions of this paragraph.

6. Eyeglasses, spectacles, contact lenses, or other optical devices.
Eyeglasses, spectacles, contact lenses, or other optical devices are excluded
under the Basic Program except under very limited and specific circumstances.

a. Exception to general exclusion. Benefits for glasses and lenses may
be extended only in connection with the following specified eye conditions and
circumstances:

(I) Eyeglasses or lenses that perform the function of the human lens,
lost as the result of intraocular surgery or ocular injury or congenital absence.

NOTE: Notwithstanding the general requirement for U.S. Food and
Drug Administration approval of any surgical implant set
forth in paragraph D.3.g. of this chapter, intraocular
lenses are authorized under CHAMPUS if they are either
approved for marketing by the FDA or are subject to an
investigational device exemption.

(2) "Pinhole" glasses prescribed for use after surgery for detached
retina.

(3) Lenses prescribed as "treatment" instead of surgery for the
following conditions:

(a) Contact lenses used for treatment of infantile glaucoma.
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(b) Corneal or scleral lenses prescribed in connection with
treatment of keratoconus.

(c) Scleral lenses prescribed to retain moisture when normal
tearing is not present or is inadequate.

(d) Corneal or scleral lenses prescribed to reduce a corneal
irregularity other than astigmatism.

b. Limitations. The specified benefits are limited further to one set
of lenses related to one of the qualifying eye conditions set forth in paragraph
E.6.a., above. If there is a prescription change requiring a new set of lenses
(but still related to the qualifying eye condition), benefits may be extended for
a second set of lenses, subject to specific medical review.

7. Transsexualism or such other conditions as gender dysphoria. All
services and supplies directly or indirectly related to transsexualism or such
other conditions as gender dysphoria are excluded under CHAMPUS. This exclusion
includes, but is not limited to, psychotherapy, prescription drugs, and intersex
surgery that may be provided in connection with transsexualism or such other
conditions as gender dysphoria. There is only one very limited exception to this
general exclusion, that is, notwithstanding the definition of congenital anomaly,
CHAMPUS benefits may be extended for surgery and related medically necessary
services performed to correct sex gender confusion (that is, ambiguous genitalia)
which has been documented to be present at birth.

8. Cosmetic, reconstructive, or plastic surgery. For the purposes of
CHAMPUS, cosmetic, reconstructive, or plastic surgery is surgery that can be
expected primarily to improve physical appearance or that is performed primarily
for psychological purposes or that restores form, but does not correct or improve
materially a bodily function.

NOTE: If a surgical procedure primarily restores function,
whether or not there is also a concomitant improvement in
physical appearance, the surgical procedure does not fall
within the provisions set forth in this subsection E.8.

a. Limited benefits under CHAMPUS. Benefits under the Basic Program
generally are not available for cosmetic, reconstructive, or plastic surgery.
However, under certain limited circumstances, benefits for otherwise covered
services and supplies may be provided in connection with cosmetic, reconstructive,
or plastic surgery as follows:

(1) Correction of a congenital anomaly; or

(2) Restoration of body form following an accidental injury: or

(3) Revisi,,n of disfiguring and extensive scars resulting from
neoplastic surgery.
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(4) Reconstructive breast surgery following a medically necessary
mastectomy performed for the treatment of carcinoma, severe fibrocystic disease,
other nonmalignant tumors or traumatic injuries.

(5) Penile implants and testicular prostheses for conditions
resulting from organic origins (i.e., trauma, radical surgery, disease process,
for correction of congenital anomaly, etc.). Also penile implants for organic
impotency.

NOTE: Organic impotence is defined as that which can be reasonably
expected to occur following certain diseases, surgical
procedures, trauma, injury, or congenital malformation.
Impotence does not become organic because of psychological or
psychiatric reasons.

(6) Generally, benefits are limited to those cosmetic,
reconstructive, or plastic surgery procedures performed no later than December 31
of the year following the year in which the related accidental injury or surgical
trauma occurred, except for authorized postmastectomy breast reconstruction for
which there is no time limitation between mastectomy and reconstruction.
Also, special consideration for exception will be given to cases involving
children who may require a growth period.

b. General exclusions

(1) For the purposes of CHAMPUS, dental congenital anomalies such
as absent tooth buds or malocclusion specifically are excluded. Also excluded are
any procedures related to transsexualism or such other conditions as gender
dysphoria except as provided in subsection E.7., above.

(2) Cosmetic, reconstructive, or plastic surgery procedures
performed primarily for psychological reasons or as a result of the aging process
also are excluded.

(3) Procedures performed for elective correction of minor
dermatological blemishes and marks or minor anatomical anomalies also are
excluded.

(4) In addition, whether or not it would otherwise qualify for
benefits under paragraph E.8.a., above, the breast augmentation mammoplasty is
specifically excluded.

c. Noncoveredsurgeryall related services and supplies excluded.
Wien it is determined that a cosmetic, reconstructive, or plastic surgery
procedure does not qualify for CHAMPUS benefits, all related services and supplies
are excluded, including any institutional costs.

d. Examples of noncovered cosmetic, reconstructive, or plastic surery

procedures. The following is a partial list of cosmetic, reconstructive, or
plastic surgery procedures that do not qualify for benefits under CHAMPUS. This
list is for example purposes only and is not to be construed as being
all-inclusive.
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(1) Any procedure performed for personal reasons to improve the
appearance of an obvious feature or part of the body that would be considered by
an average observer to be normal and acceptable for the patient's age or ethnic or
racial background.

(2) Cosmetic, reconstructive, or plastic surgical procedures that
are justified primarily on the basis of a psychological or psychiatric need.

(3) Augmentation mammoplasties, except for those performed as a
part of postmastectomy breast reconstruction as specifically authorized in
subparagraph E.8.a.(4) of this chapter.

(4) Face lifts and other procedures related to the aging process.

(5) Reduction mammoplasties (unless there is medical documentation
of intractable pain, not amenable to other forms of treatment, resulting from
large, pendulous breasts).

(6) Panniculectomy; body sculpture procedures.

(7) Repair of sagging eyelids (without demonstrated and medically
documented significant impairment of vision).

(8) Rhinoplasties (without evidence of accidental injury occurring
within the previous 6 months that resulted in significant obstruction of. breathing).
b h W (9) Chemical peeling for facial wrinkles.

(10) Dermabrasion of the face.

(11) Elective correction of minor dermatological blemishes and marks
or minor anatomical anomalies.

(12) Revision of scars resulting from surgery or a disease process,
except disfiguring and extensive scars resulting from neoplastic surgery.

(13) Removal of tattoos.

(14) Hair transplants.

(15) Electrolysis.

(16) Any procedures related to transsexualism or such other
conditions as gender dysphoria except as provided in subsection E.7. of this
chapter.

(17 Penile implant procedure for psychological impotency,
transsexualism or such other conditions as gender dysphoria.

(18) Insertion of prosthetic testicles for transsexualism or such
other conditions as gender dysphoria.
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9. Complications (unfortunate sequelae) resulting from noncovered initial
surgery or treatment. Benefits are available for otherwise covered services and
supplies required in the treatment of complications resulting from a noncovered
incident of treatment (such as nonadjunctive dental care, transsexual surgery, and
cosmetic surgery) but only if the later complication represents a separate medical
condition such as a systemic infection, cardiac arrest, and acute drug reaction.
Benefits may not be extended for any later care or procedures related to the
complication that essentially is similar to the initial noncovered care. Examples
of complications similar to the initial episode of care (and thus not covered)
would be repair of facial scarring resulting from dermabrasion for acne or repair
of a prolapsed vagina in a biological male who had undergone transsexual surgery.

10. Dental. CHAMPUS does not include a dental benefit. Under very limited
circumstances, benefits are available for dental services and supplies when the
dental services are adjunctive to otherwise covered medical treatment.

a. Adjunctive dental care, limited. Adjunctive dental care is limited
to those services and supplies provided under the following conditions:

(1) Dental care which is medically necessary in the treatment of an
otherwise covered medical (not dental) condition, is an integral part of the
treatment of such medical condition and is essential to the control of the primary
medical condition. The following is a list of conditions for which CHAMPUS
benefits are payable under this provision:

(a) Intraoral abscesses which extend beyond the dental alveolus.

(b) Extraoral abscesses.

(c) Cellulitis and osteitis which is clearly exacerbating and
directly affecting a medical condition currently under treatment.

(d) Removal of teeth and tooth fragments in order to treat and
repair facial trauma resulting from an accidental injury.

(e) Myofacial Pain Dysfunction Syndrome.

(f) Total or complete ankyloglossia.

(g) Adjunctive dental and orthodontic support for cleft palate.

(h) The prosthetic replacement of either the maxilla or the
mandible due to the reduction of body tissues associated with traumatic injury
(e.g., impact, gun shot wound), in addition to services related to treating
neoplasms or iatrogenic dental trauma.

NOTE: The test of whether dental trauma is covereu is whether
the trauma is solely dental trauma. Dental trauma, in
order to be covered, must be related to, and an integral
part of medical trauma; or a result of medically necessary
treatment of an injury or disease.
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(2) Dental care required in preparation for medical treatment of a
disease or disorder or required as the result of dental trauma caused by the
medically necessary treatment of an injury or disease (iatrogenic).

(a) Necessary dental care including prophylaxis and extractions
when performed in preparation for or as a result of in-line radiation therapy for
oral or facial cancer.

(b) Treatment of gingival hyperplasia, with or without
periodontal disease, as a direct result of prolonged therapy with Dilantin
(diphenylhydantoin) or related compounds.

(c) Dental care is limited to the above and similar conditions
specifically prescribed by the Director, OCHAMPUS, as meeting the requirements for
coverage under the provisions of this section.

b. General exclusions.

(1) Dental care which is routine, preventative, restorative,
prosthodontic, periodontic or emergency does not qualify as adjunctive dental care
for the purposes of CHAMPUS except when performed in preparation for or as a result
of dental trauma caused by medically necessary treatment of an injury or disease.

(2) The adding or modifying of bridgework and dentures.

(3) Orthodontia, except when directly related to and an integral part
of the medical or surgical correction of a cleft palate or when required in
preparation for, or as a result of, trauma to the teeth and supporting structures
caused by medically necessary treatment of an injury or disease.

c. Preauthorization required. In order to be covered, adjunctive dental
care requires preauthorization from the Director, OCHAMPUS, or a designee, in
accordance with subsection A.11. of this chapter. When adjunctive dental care
involves a medical (not dental) emergency (such as facial injuries resulting from an
accident), the requirement for preauthorization is waived. Such waiver, however, is
limited to the essential adjunctive dental care related to the medical condition
requiring the immediate emergency treatment. A complete explanation, with
supporting medical documentation, must be submitted with claims for emergency
adjunctive dental care.

d. Covered oral surgery. Notwithstanding the above limitations on dental
care, there are certain oral surgical procedures that are performed by both
physicians and dentists, and that are essentially medical rather than dental care.
For the purposes of CHAMPUS, the following procedures, whether performed by a
physician or dentist, are considered to be in this category and benefits may be
extended for otherwise covered services and supplies without preauthorization:

(1) Excision of tumors and cysts of the jaws, cheeks, lips, tongue,
and roof and floor of the mouth, when such conditions require a pathological
(histological) examination.
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(2) Surgical procedures required to correct accidental injuries of
the jaws, cheeks, lips, tongue, and roof and floor of the mouth.

(3) Treatment of oral or facial cancer.

(4) Treatment of fractures of facial bones.

(5) External (extra-oral) incision and drainage of cellulitis.

(6) Surgery of accessory sinuses, salivary glands, or ducts.

(7) Reduction of dislocations and the excision of the
temporomandibular joints, when surgery is a necessary part of the reduction.

(8) Any oral surgical procedure that falls within the cosmetic,
reconstructive, or plastic surgery definition is subject to the limitations and
requirements set forth in subsection E.8. of this chapter.

NOTE: Extraction of unerupted or partially erupted, malposed
or impacted teeth, with or without the attached follicular
or development tissues, is not a covered oral surgery
procedure except when the care is indicated in preparation
for medical treatment of a disease or disorder or required
as a result of dental trauma caused by the necessary
medical treatment of an injury or illness. Surgical
preparation of the mouth for dentures is not covered by
CHAMPUS.

e. Inpatient hospital stayin connection with nonadj unctive, noncovered

dental care. Institutional benefits specified in section B. of this chapter may be
extended for inpatient hospital stays related to noncovered, nonadjunctive dental
care when such inpatient stay is medically necessary to safeguard the life of the
patient from the effects of dentistry because of the existence of a specific and
serious nondental organic impairment currently under active treatment. (Hemophilia
is an example of a condition that could be considered a serious nondental
impairment.) Preauthorization by the Director, OCHAMPUS, or a designee, is required
for such inpatient stays to be covered in the same manner as required for adjunctive
dental care described in paragraph E.lO.c. of this chapter. Regardless of whether
or not the preauthorization request for the hospital admission is approved and thus
qualifies for institutional benefits, the professional service related to the
nonadjunctive dental care is not covered.

11. Drug abuse. Under the Basic Program, benefits may be extended for
medically necessary prescription drugs required in the treatment of an illness or
injury or in connection with maternity care (refer to section D. of this chapter).
However, CHAMPUS benefits cannot be authorized to support or maintain an existing or
potential drug abuse situation, whether or not the drugs (under other circumstances)
are eligible for benefit consideration and whether or not obtained by legal means.
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a. Limitations on who can prescribe drugs. CHAMPUS benefits are not
available for any drugs prescribed by a member of the beneficiary's family or by a
nonfamily member residing in the same household with the beneficiary or sponsor.

b. Drug maintenance programs excluded. Drug maintenance programs when
one addictive drug is substituted for another on a maintenance basis (such as
methadone substituted for heroin) are not covered. This exclusion applies even in
areas outside the United States where addictive drugs are dispensed legally by
physicians on a maintenance dosage level.

c. Kinds of prescription drugs that are monitored carefully by CHAMPUS
for possible abuse situations.

(1) Narcotics. Examples are Morphine and Demerol.

(2) Nonnarcotic analgesics. Examples are Talwin and Darvon.

(3) Tranquilizers. Examples are Valium, Librium, and
Meprobamate.

(4) Barbiturates. Examples are Seconal and Nembutal.

(5) Nonbarbiturate hypnotics. Examples are Doriden and
Chloral Hydrate.

(6) Stimulants. Examples are amphetamines.

d. CHAMPUS fiscal intermediary responsibilities. CHAMPUS fiscal
intermediaries are responsible for implementing utilization control and quality
assurance procedures designed to identify possible drug abuse situations. The
CHAMPUS fiscal intermediary is directed to screen all drug claims for potential
overutilization and irrational prescribing of drugs, and to subject any such cases
to extensive review to establish the necessity for the drugs and their
appropriateness on the basis of diagnosis or definitive symptoms.

(1) When a possible drug abuse situation is identified, all claims
for drugs for that specific beneficiary or provider will be suspended pending the
results of a review.

(2) If the review determines that a drug abuse situation does in fact
exist, all drug claims held in suspense will be denied.

(3) If the record indicates previously paid drug benefits, the prior
claims for that beneficiary or provider will be reopened and the circumstances
involved reviewed to determine whether or not drug abuse also existed at the time
the earlier claims were adjudicated. If drug abuse is later ascertained, benefit
payments made previously will be considered to have been extended in error and the
amounts so paid recouped.
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(4) Inpatient stays primarily for the purpose of obtaining drugs and
any other services and supplies related to drug abuse also are excluded.

e. Unethical or illegal provider practices related to drugs. Any such
investigation into a possible drug abuse that uncovers unethical or illegal drug
dispensing practices on the part of an institution, a pharmacy, or physician will be
referred to the professional or investigative agency having jurisdiction. CHAMPUS
fiscal intermediaries are directed to withhold payment of all CHAMPUS claims for
services and supplies rendered by a provider under active investigation for possible
unethical or illegal drug dispensing activities.

f. Detoxification. The above monitoring and control of drug abuse
situations shall in no way be construed to deny otherwise covered medical services
and supplies related to drug detoxification (including newborn, addicted infants)
when medical supervision is required.

12. Custodial care. The statute under which CHAMPUS operates specifically
excludes custodial care. Many beneficiaries and sponsors misunderstand what is
meant by custodial care, assuming that because custodial care is not covered, it
implies the custodial care is not necessary. This is not the case; it only means
the care being provided is not a type of care for which CHAMPUS benefits can be
extended.

a. Kinds of conditions that can result in custodial care. There is no
absolute rule that can be applied. With most conditions, there is a period of
active treatment before custodial care, some much more prolonged than others.
Examples of potential custodial care cases may be a spinal cord injury resulting in
extensive paralysis, a severe cerebral vascular accident, multiple sclerosis in its
latter stages, or presenile and senile dementia. These conditions do not result
necessarily in custodial care but are indicative of the types of conditions that
sometimes do. It is not the condition itself that is controlling, but whether the
care being rendered falls within the definition of custodial care (refer to Chapter
2 of this Regulation for the definition of "custodial care").

b. Benefits available in connection with a custodial care case.
CHAMPUS benefits are not available for services related to a custodial care case,
with the following specific exceptions:

(1) Prescription drugs and medicines, medical supplies and durable
medical equipment. Benefits are payable for otherwise covered prescription drugs
and medicines, medical supplies and durable medical equipment.

(2) Nursing services, limited. Recognizing that even though the care
being received is determined primarily to be custodial, an occasional specific
skilled nursing service may be required. When it is determined such skilled nursing
services are needed, benefits may be extended for 1 hour of nursing care per day.

(3) Physician services, limited. Recognizing that even though the
care being received is determined primarily to be custodial, occasional physician
monitoring may be required to maintain the patient's condition. When it is
determined that a patient is receiving custodial care, benefits may be extended for
up to twelve physician visits per calendar year for the custodial condition (not to
exceed one per month).
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NOTE: CHAMPUS benefits may be extended for additional physician visits
related to the treatment of a condition other than the condition
for which the patient is receiving custodial care (an example is
a broken leg as a result of a fall).

(4) Payment for prescription drugs, medical supplies, durable medical
fquxpgPtt and limited skilled nursing and phVsician services does not affect
custodial care determination. The fact that CHAMPUS extends benefits for
prescription drugs, medical supplies, durable medical equipment, and limited skilled
nursing and physician services in no way affects the custodial care determination if
the case otherwise falls within the definition of custodial care.

c. Exception to custodial care exclusion, admission to a hospital.
CHAMPUS benefits may be extended for otherwise covered services or supplies directly
related to a medically necessary admission to an acute care general or special
hospital (as defined in paragraph B.4.a., Chapter 6, of this Regulation), if the
care is at the appropriate level and meets other requirements of this Regulation.

d. Reasonable care for which benefits were authorized or reimbursed
before June 1, 1977. It is recognized that care for which benefits were authorized
or reimbursed before the implementation date of the Regulation may be excluded under
the custodial care limitations set forth in this Regulation. Therefore, an
exception to the custodial care limitations set forth in this Regulation exists
whereby reasonable care for which benefits authorized or reimbursed under the Basic
Program before June 1, 1977, shall continue to be authorized even though the care. would be excluded as a benefit under the custodial care limitations of the
Regulation. Continuation of CHAMPUS benefits in such cases is limited as follows:

(1) Initial authorization or reimbursement before June 1, 1977.
The initial CHAMPUS authorization or reimbursement for the care occurred before June
1, 1977; and,

(2) Continued care. The care has been continuous since the initial
CHAMPUS authorization or reimbursement; and,

(3) Reasonable care. The care is reasonable. CHAMPUS bhnefits shall
be continued for reasonable care up to the same level of benefits and for the same
period of eligibility authorized or reimbursed before June 1, 1977. Care that is
excessive or otherwise unreasonable will be reduced or eliminated from the continued
care authorized under this exception.

13. Domiciliary care. The statute under which CHAMPUS operates also
specifically excludes domiciliary care (refer to Chapter 2 of this Regulation for
the definition of "Domiciliary Care").

a. Examples of domiciliary care situations. The following are examples
of domiciliary care for which CHAMPUS benefits are not payable.

(1) Home care is not available. Institutionalization primarily
because parents work, or extension of a hospital stay beyond what is medicallyO necessary because the patient lives alone, are examples of domiciliary care provided
because there is no other family member or other person available in the home.
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(2) Home care is not suitable. Institutionalization of a child
because a parent (or parents) is an alcoholic who is not responsible enough to care
for the child, or because someone in the home has a contagious disease, are examples
of domiciliary care being provided because the home setting is unsuitable.

(3) Family unwilling to care for a person in the home. A child who
is difficult to manage may be placed in an institution, not because institutional
care is medically necessary, buc because the family does not want to handle him or
her in the home. Such institutionalization would represent domiciliary care, that
is, the family being unwilling to assume responsibility for the child.

b. Benefits available in connection with a domiciliary care case. Should
the beneficiary receive otherwise covered medical services or supplies while also
being in a domiciliary care situation, CHAMPUS benefits are payable for those
medical services or supplies, or both, in the same manner as though the beneficiary
resided in his or her own home. Such benefits would be cost-shared as though
rendered to an outpatient.

c. General exclusion. Domiciliary care is institutionalization
essentially to provide a substitute home--not because it is medically necessary for
the beneficiary to be in the institution (although there may be conditions present
that have contributed to the fact that domiciliary care is being rendered). CHAMPUS
benefits are not payable for any costs or charges related to the provision of
domiciliary care. While a substitute home or assistance may be necessary for the
beneficiary, domiciliary care does not represent the kind of care for which CHAMPUS
benefits can be provided.

14. CT scanning

a. Approved CT scan services. Benefits may be extended for medically
necessary CT scans of the head or other anatomical regions of the body when all of
the following conditions are met:

(1) The patient is referred for the diagnostic procedure by a
physician.

(2) The CT scan proceiure is consistent with the preliminary
diagnosis or symptoms.

(3) Other noninvasive and less costly means of diagnosis have been
attempted or are not appropriate.

(4) The CT scan equipment is licensed or registered by the
appropriate state agency responsible for licensing or registering medical equipment
that emits ionizing radiation.

(5) The CT scan equipment is operated under the general supervision
and direction of a physician.

(6) The results of the CT scan diagnostic procedure are interpreted
by a physician.
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b. Review guidelines and criteria. The Director, OCHAMPUS, or a
designee, will issue specific guidelines and criteria for CHAMPUS coverage of
medically necessary head and body part CT scans.

15. Morbid obesity. The CHAMPUS morbid obesity benefit is limited to the
gastric bypass, gastric stapling, or gastroplasty method.

a. Conditions for coverage. Payment may be extended for the gastric
bypass, gastric stapling, or gastroplasty method only when one of the following
conditions is met:

(1) The patient is 100 pounds over the ideal weight for height and
bone structure and has an associated severe medical condition. These associated
medical conditions are diabetes mellitus, hypertension, cholecystitis, narcolepsy,
pickwickian syndrome (and other severe respiratory diseases), hypothalmic disorders,
and severe arthritis of the weight-bearing joints.

(2) The patient is 200 percent or more of the ideal weight for height
and bone structure. An associated medical condition is not required for this
category.

(3) The patient has had an intestinal bypass or other surgery for
obesity and, because of complications, requires a second surgery (a takedown). The
surgeon in many cases, will do a gastric bypass, gastric stapling, or gastroplasty
to help the patient avoid regaining the weight that was lost. In this situation,
payment is authorized even though the patient's condition technically may not meet
the definition of morbid obesity because of the weight that was already lost
following the initial surgery.

b. Exclusions

(1) CHAMPUS payment may not be made for nonsurgical treatment of
obesity or morbid obesity, for dietary control, or weight reduction.

(2) CHAMPUS payment may not be made for surgical procedures other
than the gastric bypass, gastric stapling, or gastroplasty, even if morbid obesity
is present.

16. Maternity care.

a. Benefit. The CHAMPUS 'asic Program may share the cost of medically
necessary services and supplies associated with maternity care which are not
otherwise excluded by this Regulation. However, failure by a beneficiary to secure
a required Nonavailability Statement (NAS) (DD Form 1251) as set forth in subsection
A. 9. of this Chapter will waive that beneficiary's right to CHAMPUS cost-share of
certain maternity care services and supplies.

b. Cost-share. Subject to applicable NAS requirements, maternity care
cost-share shall be determined as follows:
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(1) Inpatient cost-share formula applies to maternity care ending in
childbirth in, or on the way to, a hospital inpatient childbirth unit, and for
maternity care ending in a non-birth outcome not otherwise excluded by this
Regulation.

(2) Ambulatory surgery cost-share formula applies to maternity care
ending in childbirth in, or on the way to, a birthing center to which the
beneficiary is admitted and from which the beneficiary has received prenatal care,
or a hospital-based outpatient birthing room.

(3) Outpatient cost-share formula applies to maternity care which
terminates in a planned childbirth at home.

(4) Otherwise covered medical services and supplies directly related
to "Complications of Pregnancy," as defined in Chapter 2 will be cost-shared on the
same basis as the related maternity care for a period not to exceed 42 days
following termination of the pregnancy and thereafter cost-shared on the basis of
the inpatient or outpatient status of the beneficiary when medically necessary
services and supplies are received.

17. Biofeedback Therapy. Biofeedback therapy is a technique by which a person
is taught to exercise control over a physiologic process occurring within the
body. By using modern biomedical instruments the patient learns how a specific
physiologic system within his body operates and how to modify the performance of
this particular system.

a. Benefits provided. CHAMPUS benefits are payable for services and
supplies in connection with electrothermal, electromyograph and electrodermal
biofeedback therapy when there is documentation that the patient has undergone an
appropriate medical evaluation, that their present condition is not responding to or
no longer responds to other forms of conventional treatment, and only when provided
as treatment for the following conditions:

(1) Adjunctive treatment for Raynaud's Syndrome.

(2) Adjunctive treatment for muscle re-education of specific muscle
groups or for treating pathological muscle abnormalities of spasticity, or
incapacitating muscle spasm or weakness.

b. Limitations. Payable benefits include initial intake evaluation.
Treatment following the initial intake evaluation is limited to a maximum of 20
inpatient and outpatient biofeedback treatments per calendar year.

c. Exclusions. Benefits are excluded for biofeedback therapy for the
treatment of ordinary muscle tension states or for psychosomatic conditions.
Benefits are also excluded for the rental or purchase of biofeedback equipment.

d. Provider requiremnents. A provider of biofeedback therapy must be a
CHAMPUS-authorized provider. (Refer to CHAPTER 6, "Authorized Providers.") If
biofeedback treatment is provided by other than a physician, the patient must be
referred by a physician.
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e. Implementation Guidelines. The Director, OCHAMPUS, shall issue
guidelines as are necessary to implement the provisions of this paragraph.

18. Cardiac Rehabilitation. C0rdiac rehabilitation is the process by which
individuals are restored to their optimal physical, medical and psychological
status, after a cardiac event. Cardiac rehabilitation is often divided into three
phases. Phase I begins during inpatient hospitalization and is managed by the
patient's personal physician. Phase II is a medically supervised outpatient program
which begins following discharge. Phase III is a lifetime maintenance program
emphasizing continuation of physical fitness with periodic followup. Each phase
includes an exercise component, patient education, and risk factor modification.
There may be considerable variation in program components, intensity and duration.

a. Benefits Provided. CHAMPUS benefits are available on an inpatient or
outpatient basis for services and supplies provided in connection with a cardiac
rehabilitation program when ordered by a physician and provided as treatment for
patients who have experienced the following cardiac events within the preceding
twelve (12) months:

(1) Myocardial Infarction.

(2) Coronary Artery Bypass Graft.

(3) Coronary Angioplasty.

(4) Percutaneous Transluminal Coronary Angioplasty.

(5) Chronic Stable Angina (see limitations below).

b. Limitations. Payable benefits include separate allowance for the
initial evaluation and testing. Outpatient treatment following the initial intake
evaluation and testing is limited to a maximum of thirty-six (36) essions per
cardiac event, usually provided 3 sessions per week for twelve weeks. Patient's
diagnosed with chronic stable angina are limited to one treatment episode (36
sessions) in a calendar year.

c. Exclusions. Phase III cardiac rehabilitation lifetime maintenance
programs performed at home or in medically unsupervised settings are not covered.

d. Providers. A provider of cardiac rehabilitation services must be a
CHAMPUS authorized hospital. (Refer to Chapter 6, "Authorized Providers.") All
cardiac rehabilitation services must be ordered by a physician.

e. Parment. Payment for outpatient treatment will be based on an all
inclusive allowable charge per session. Inpatient treatment will be paid based upon
the reimbursement system in place for the hospital where the services are rendered.

f. Implementation Guidelines: The Director of OCHAMPUS shall issue
guidelines as are necessary to implement the provisions of this paragraph.
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19. Hospice care. Hospice care is a program which provides an integrated set
of services and supplies designed to care for the terminally ill. This type of care*W
emphasizes palliative care and supportive services, such as pain control and home
care, rather than cure-oriented services provided in institutions that are otherwise
the primary focus under CHAMPUS. The benefit provides coverage for a humane and
sensible approach to care during the last days of life for some terminally ill
patients.

a. Benefit coverage_. CHAMPUS beneficiaries who are terminally ill (that
is, a life expectancy of six months or less if the disease runs its normal course)
will be eligible for the following services and supplies in lieu of most other
CHAMPUS benefits:

(1) Physician services.

(2) Nursing care provided by or under the supervision of a registered
professional nurse.

(3) Medical social services provided by a socia± worker who has at
least a bachelor's degree from a school accredited or approved by the Council on
Social Work Education, and who is working under the direction of a physician.
Medical social services include, but are not limited to the following:

(a) Assessment of social and emotional factors related to the
beneficiary's illness, need for care, response to treatment, and adjustment to care.

(b) Assessment of the relationship of the beneficiary's medical
and nursing requirements to the individual's home situation, financial resources,
and availability of community resources.

(c) Appropriate action to obtain available community resources
to assist in resolving the beneficiary's problem.

(d) Counseling services that are required by the beneficiary.

(4) Counseling services provided to the terminally ill individual and
the family member or other persons caring for the individual at home. Counseling,
including dietary counseling, may be provided both for the purpose of training the
individual's family or other care-giver to provide care, and for the purpose of
helping the individual and those caring for him or her to adjust to the individual's
approaching death. Bereavement counseling, which consists of counseling services
provided to the individual's family after the individual's death, is a required
hospice service but it is not reimbursable.

(5) Home health aide services furnished by qualified aides and
homemaker services. Home health aides may provide personal care services. Aides
also may perform household services to maintain a safe and sanitary environment in
areas of the home used by the patient. Examples of such services are changing the
bed or light cleaning and laundering essential to the comfort and cleanliness of the
patient. Aide services must be provided under the general supervision of a
registered nurse. Homemaker services may include assistance in personal care,
maintenance of a safe and healthy environment, and services to enable the individual
to carry out the plan of care. Qualifications for home health aides can be found in
42 C.F.R. section 484.36.
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(6) Medical appliances and supplies, including drugs and
biologicals. Only drugs that are used primarily for the relief of pain and symptom
control related to the individual's terminal illness are covered. Appliances may
include covered durable medical equipment, as well as other self-help and personal
comfort items related to the palliation or management of the patient's condition
while he or she is under hospice care. Equipment is provided by the hospice for use
in the beneficiary's home while he or she is under hospice care. Medical supplies
include those that are part of the written plan of care. Medical appliances and
supplies are included within the hospice all-inclusive rates.

(7) Physical therapy, occupational therapy and speech-language
pathology services provided for purposes of symptom control or to enable the
individual to maintain activities of daily living and basic functional skills.

(8) Short-term inpatient care provided in a Medicare participating
hospice inpatient unit, or a Medicare participating hospital, skilled nursing
facility (SNF) or, in the case of respite care, a Medicaid-certified nursing
facility that additionally meets the special hospice standards regarding staffing
and patient areas. Services provided in an inpatient setting must conform to the
written plan of care. Inpatient care may be required for procedures necessary for
pain control or acute or chronic symptom management. Inpatient care may also be
furnished to provide respite for the individual's family or other persons caring for
the individual at home. Respite care is the only type of inpatient care that may be
provided in a Medicaid-certified nursing facility. The limitations on custodial
care and personal comfort items applicable to other CHAMPUS services are not
applicable to hospice care.

1). Core services. The hospice must ensure that substantially all core
services are routinely provided directly by hospice employees; i.e., physician
services, nursing care, medical social services, and counseling for individuals and
care givers. Refer to paragraphs E.19.a.(l), E.19.a.(2), E.19.a.(3), and E.19.a.(4)
of this chapter.

c. Non-core services. While non-core services (i.e., home health aide
services, medical appliances and supplies, drugs and biologicals, physical therapy,
occupational therapy, speech-language pathology and short-term inpatient care) may
be provided under arrangements with other agencies or organizations, the hospice
must maintain professional management of the patient at all times and in all
settings. Refer to paragraphs E.19.a.(5), E.19.a.(6), E.19.a.(7), and E.19.a.(8) of
this chapter.

d. Availability of services. The hospice must make nursing services,
physician services, and drugs and biologicals routinely available on a 24-hour
basis. All other covered services must be made available on a 24-hour basis to the
extent necessary to meet the needs of individuals for care that is reasonable and
necessary for the palliation and management of the terminal illness and related
condition. These services must be provided in a manner consistent with accepted
sta:idards of practice.
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e. Periods of care. Hospice care is divided into distinct
periods/episodes of care. The terminally ill beneficiary may elect to receive
hospice benefits for an initial period of 90 days, a subsequent period of 90 days, a
second subsequent period of 30 days, and a final period of unlimited duration.

f. Conditions for coverage. The CHAMPUS beneficiary must meet the
following conditions/criteria in order to be eligible for the hospice benefits and
services referenced in paragraph E.19.a. of this chapter.

(1) There must be written certification in the medical record that
the CHAMPUS beneficiary is terminally ill with a life expectancy of six months or
less if the terminal illness runs its normal course.

(a) Timina of certification. The hospice must obtain written
certification of terminal illness for each of the election periods described in
paragraph E.19.f.(2) of this chapter, even if a single election continues in effect
for two, three or four periods.

1 Basic renuirement. Except as provided in paragraph
E.19.f.(l)(a)2 of this chapter, the hospice must obtain the written certification no
later than two calendar days after the period begins.

2 Exception. For the initial 90-day period, if the
hospice cannot obtain the written certifications within two calendar days, it must
obtain oral certifications within two calendar days, and written certifications no
later than eight calendar days after the period begins.

(b) Sources of certification. Physician certification is
required for both initial and subsequent election periods.

1 For the initial 90-day period, the hospice must obtain
written certification statements (and oral certification statements if re,,uired
under paragraph E.19.f.(l)(a)2 of this chapter) from:

a The individual's attending physician if the
individual has an attending physician; and

b The medical director of the hospice or the
physician member of the hospice interdisciplinary group.

2 For subsequent periods, the only requirement is
cert.ification by one of the physicians listed in paragraph E.19.f.(1)(b)l b of this
section.

(2) The terminally ill beneficiary must elect to receive hospice care
for each specified period of time; i.e., the two 90-day periods, a subsequent 30-day
period, and a final period of unlimited duration. If the individual is found to be
mentally incompetent, his or her representative may file the election statement.
Representative means an individual who has been authorized under State law to
terminate medical care or to elect or revoke the election of hospice care on behalf
of a terminally ill individual who is found to be mentally incompetent.
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(a) The episodes of care must be used consecutively; i.e., the
two 90-day periods first, then the 30-day period, followed by the final period. The
periods of care may be elected separately at different times.

(b) The initial election will continue through subsequent
election periods without a break in care as long as the individual remains in the
care of the hospice and does not revoke the election.

(c) The effective date of the election may begin on the first
day of hospice care or any subsequent day of care, but the effective date cannot be
made prior to the date that the election was made.

(d) The beneficiary or representative may revoke a hospice
election at any time, but in doing so, the remaining days of that particular
election period are forfeited and standard CHAMPUS coverage resumes. To revoke the
hospice benefit, the beneficiary or representative must file a signed statement of
revocation with the hospice. The statement must provide the date that the
revocation is to be effective. An individual or representative may not designate an
effective date earlier than the date that the revocation is made.

(e) If an election of hospice benefits has been revoked, the
individual, or his or her representative may at any time file a hospice election for
any period of time still available to the individual, in accordance with Chapter
4.E.19.f.(2).

(f) A CHAMPUS beneficiary may change, once in each election
period, the designation of the particular hospice from which he or she elects to
receive hospice care. To change the designation of hospice programs the individual
or representative must file, with the hospice from which care has been received and
with the newly designated hospice, a statement that includes the following
information:

1 The name of the hospice from which the individual has
received care and the name of the hospice from which he or she plans to receive
care.

2 The date the change is to be effective.

(g) Each hospice will design and print its own election
statement to include the following information:

1 Identification of the particular hospice that will
provide care to the individual.

2 The individual's or representative's acknowledgment
that he or she has been given a full understanding of the palliative rather than
curative nature of hospice care, as it relates to the individual's terminal illness.

3 The individual's or representative's acknowledgment
that he or she understands that certain other CHAMPUS services are waived by the

* election.
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4 The effective date of the election.

5 The signature of the individual or representative, and
the date signed.

(h) The hospice must notify the CHAMPUS contractor of the
initiation, change or revocation of any election.

(3) The beneficiary must waive all rights to other CHAMPUS payments
for the duration of the election period for:

(a) Care provided by any hospice program other than the elected
hospice unless provided under arrangements made by the elected hospice; and

(b) Other CHAMPUS basic program services/benefits related to the
treatment of the terminal illness for which hospice care was elected, or to a
related condition, or that are equivalent to hospice care, except for services
provided by:

1 the designated hospice;

2 another hospice under arrangements made by the
designated hospice; or

3 an attending physician who is not employed by or under
contract with the hospice program.

(c) Basic CHAMPUS coverage will be reinstated upon revocation of
the hospice election.

(4) A written plan of care must be established by a member of the
basic interdisciplinary group assessing the patient's needs. This group must have
at least one physician, one registered professional nurse, one social worker, and
one pastoral or other counselor.

(a) In establishing the initial plan of care the member of the
basic interdisciplinary group who assesses the patient's needs must meet or call at
least one other group member before writing the initial plan of care.

(b) At least one of the persons involved in developing the
initial plan must be a nurse or physician.

(c) The plan must be established on the same day as the
assessment if the day of assessment is to be a covered day of hospice care.

(d) The other two members of the basic interdisciplinary group
-- the attending physician and the medical director or physician designee -- must
review the initial plan of care and provide their input to the process of
establishing the plan of care within two calendar days following the day of
assessment. A meeting of group members is not required within this 2-day period.
Input may be provided by telephone.

4-64

#Second Amendment (Ch 9, 3/22/95)



Jul 91#
DoD 6010.8-R

(e) Hospice services must be consistent with the plan of care
for coverage to be extended.

(f) The plan must be reviewed and updated, at intervals
specified in the plan, by the attending physician, medical director or physician
designee and interdisciplinary group. These reviews must be documented in the
medical records.

(g) The hospice must designate a registered nurse to coordinate
the implementation of the plan of care for each patient.

(h) The plan must include an assessment of the individual's
A needs and identification of the services, including the management of discomfort and

symptom relief. It must state in detail the scope and frequency of services needed
to meet the patient's and family's needs.

(5) Complete medical records and all supporting documentation must be
submitted to the CHAMPUS contractor within 30 days of the date of its request. If
records are not received within the designated time frame, authorization of the
hospice benefit will be denied and any prior payments made will be recouped. A
denial issued for this reason is not an initial determination under Chapter 10, and
is not appealable.

g. Appeal rights under hospice benefit. A beneficiary or provider is
entitled to appeal rights for cases involving a denial of benefits in accordance
with the provisions of this Chapter and Chapter 10.

F. BENEFICIARY OR SPONSOR LIABILITY

1. General. As stated in the introductory paragraph to this chapter, the
Basic Program is essentially a supplemental program to the Uniformed Services direct
medical care system. To encourage use of the Uniformed Services direct medical care
system wherever its facilities are available and appropriate, the Basic Program
benefits are designed so that it is to the financial advantage of a CHAMPUS
beneficiary or sponsor to use the direct medical care system. When medical care is
received from civilian sources, a CHAMPUS beneficiary is responsible for payment of
certain deductible and cost-sharing amounts in connection with otherwise covered
services and supplies. By statute, this joint financial responsibility between the
beneliciary or sponsor and CHAMPUS is more favorable for dependents of active duty
members than for other classes of beneficiaries.

2. Dependents of active duty members of the Uniformed Services.
CHAMPUS beneficiary or sponsor liability set forth for dependents of active duty
members is as follows:

a. Annual fiscal year deductible for outpatient services and supplies.

(1) For care rendered all eligible beneficiaries prior to
April 1, 1991, or when the active duty sponsor's pay grade is E-4 or below,
regardless of the date of care:
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(a) Individual Deductible: Each beneficiary is liable for
the first fifty dollars ($50.00) of the CHAMPUS-determined allowable amount on
claims for care provided in the same fiscal year.

(b) Family Deductible: The total deductible amount for all
members of a family with the same sponsor during one fiscal year shall not exceed
one hundred dollars ($100.00).

(2) For care rendered on or after April 1, 1991, for all CHAMPUS
beneficiaries except dependents of active duty sponsors of pay grades E-4 or below:

(a) Individual Deductible: Each beneficiary is liable for
the first one hundred and fifty dollars ($150.00) of the CHAMPUS-determined
allowable amount on claims for care provided in the same fiscal year.

(b) Family Deductible: The total deductible amount for all
mpmbers of a family with the same sponsor during one fiscal year shall not exceed
three hundred dollars ($300.00).

(3) CHAMPUS-Approved Ambulatory Surgical Centers or Birthing
Centers. No deductible shall be applied to allowable amounts for services or items
rendered to active duty or authorized NATO dependents.

(4) Allowable Amount does not exceed Deductible Amount. If
fiscal year allowable amounts for two or more beneficiary members of a family total
less than $100.00 ($300.00 if 2.a.(2)(b) above applies), but none of the beneficiary
members submit a claim for over $50.00 ($150.00 if 2.a.(2)(a) above applies),
neither the family nor the individual deductible will have been met and no CHAMPUS
benefits are payable.

(5) For any family the outpatient deductible amounts will be
applied sequentially as the CHAMPUS claims are processed.

(6) If the fiscal year outpatient deductible under either
F.2.a.(l) or F.2.a.(2) above has been met by a beneficiary or a family through the
submission of a claim or claims to a CHAMPUS fiscal intermediary in another
geographic location from the location where a current claim is being submitted, the
beneficiary or sponsor must obtain a deductible certificate from the CHAMPUS fiscal
intermediary where the applicable beneficiary or family fiscal year deductible was
met. Such deductible certificate must be attached to the current claim being
submitted for benefits. Failure to obtain a deductible certificate under such
circumstances will result in a second beneficiary or family fiscal year deductible
being applied. However, this second deductible may be reimbursed once appropriate
doctimentation, as described in this subparagraph F.2.a.(6), is supplied to the
CHAMPUS fiscal intermediary applying the second deductible (refer to section A. of
Chapter 7 of this Regulation).

(7) Notwithstanding the dates specified in paragraphs F.2.a.(l)
and (2), in the case of the dependents of active duty members of rank E-5 or above
with Persian Gulf conflict service, the deductible shall be the amount specified in
paragraph (1) for care rendered prior to October 1, 1991, and the amount specific in
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. paragraph (2) for care rendered after October 1, 1991. For purposes of the
preceding sentence, a member with Persian Gulf conflict service is a member who is,
or was entitled to special pay for hostile fire/imminent danger authorized by 37
U.S.C. 310, for services in the Persian Gulf area in connection with Operation
Desert Shield or Operation Desert Storm.

b. Inpatient cos t-sharing. Except in the case of mental health
services (see paragraph F.2.b.(4) of this chapter), dependents of active duty
members of the Uniformed Services or their sponsors are responsible for the
payment of the first $25 of the allowable institutional costs incurred with each
covered inpatient admission to a hospital or other authorized institutional
provider (refer to chapter 6), or the amount the beneficiary or sponsor would
have been charged had the inpatient care been provided in a Uniformed Service
hospital, whichever is greater.

NOTE: The Secretary of Defense (after consulting with the
Secretary of Health and Human Services and the Secre-
tary of Transportation) prescribes the fair charges
for inpatient hospital care provided through Uniformed
Services medical facilities. This determination is
made each fiscal year.

(1) Inpatient cost-sharinLg payable with each separate inpatient
admission. A separate cost-sharing amount (as described in this subsection F.2.) is
payable for each inpatient admission to a hospital or other authorized institution,
regardless of the purpose of the admission (such as medical or surgical), regardless
of the number of times the beneficiary is admitted, and regardless of whether or not
the inpatient admissions are for the same or related conditions; except that

successive inpatient admissions shall be deemed one inpatient confinement for the
purpose of computing the inpatient cost-share payable, provided not more than 60
days have elapsed between the successive admissions. However, notwithstanding this
provision, all admissions related to a single maternity episode shall be considered
one confinement, regardless of the number of days between admissions (refer to
section B. of this chapter).

(2) Multiple family inpatient admissions. A separate
cost-sharing amount is payable for each inpatient admission, regardless of whether
or not two or more beneficiary members of a family are admitted at the sametime or
from the same cause (such as an accident). A separate beneficiary inpatient
cost-sharing amount must be applied for each separate admission on each beneficiary
member of the family.

(3) Newborn patient in his or her own right. When a newborn
infant remains as an inpatient in his or her own right (usually after the mother is
discharged), the newborn child becomes the beneficiary and patient and the extended
inpatient stay becomes a separate inpatient admission. In such a situation, a new,
separate inpatient cost-sharing amount is applied. If a multiple birth is involved
(such as twins or triplets) and two or more newborn infants become patients in their
own right, a separate inpatient cost-sharing amount must be applied to the inpatient
stay for each newborn child who has remained as an inpatient in his or her own. right.
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(4) Ilnpatient cost-sharing for mental health services. For
care provided on or after October 1, 1995, the inpatient cost-sharing for mental
health services is $20 per day for each day of the inpatient admission. This $20
per day cost sharing amount applies to admissions to any hospital for mental
health services, any residential treatment facility, any substance abuse
rehabilitation facility, and any partial hospitalization program providing mental
health or substance use disorder rehabilitation services.

c. Outpatient cost-sharing. Dependents of active duty members of the
Uniformed Services or their sponsors are responsible for payment of 20 percent of
the CHAMPUS-determined allowable cost or charge beyond the annual fiscal year
deductible amount (as described in paragraph F.2.a. of this chapter) for otherwise
covered services or supplies provided on an outpatient basis by authorized
providers.

d. Ambulatory surgery. Notwithstanding the above provisions pertaining
to outpatient cost-sharing, dependents of active duty members of the Uniformed
Services or their sponsors are responsible for payment of $25 for surgical care that
is authorized and received while in an outpatient status and that has been
designated in guidelines issued by the Director, OCHAMPUS, or a designee.

e. Psychiatric partial hospitalization services. Institutional and
professional services provided under the psychiatric partial hospitalization program
authorized by paragraph B.10. of this chapter shall be cost-shared as inpatient
services.

3. Retirees, dependents of retirees,_dependents of deceased active duty
members, and dependents of deceased retirees. CHAMPUS beneficiary liability
set forth for retirees, dependents of retirees, dependents of deceased active
duty members, and dependents of deceased retirees is as follows:

a. Annual fiscal year deductible for outpatient services or sup-
plies. The annual fiscal year deductible for otherwise covered outpatient
services or supplies provided retirees, dependents of retirees, dependents of
deceased active duty members, and dependents of deceased retirees, is the same as
the annual fiscal year outpatient deductible applicable to dependents of active duty
members of rank E-5 or above (refer to paragraph F.2.a.(1) or (2) of this chapter).

b. Inpatient cost-sharing. Cost-sharing amounts for inpatient
services shall be as follows:

(1) Services subiect to the CHAMPUS DRG-based paymentsystem.
The cost-share shall be the lesser of an amount calculated by multiplying a per diem
amount for each day of the hospital stay except the day of discharge or 25 percent
of the hospital's billed charges. The per diem amount shall be calculated so that
total cost-sharing amounts for these beneficiaries is equivalent to 25 percent of
the CHAMPUS-determined allowable costs for covered services or supplies provided on
an inpatient basis by authorized providers. The per diem amount shall be published
annually by CHAMPUS.
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a(2) Services subject to the mental health per diem payment
Ssystem. The cost-share is dependent upon whether the hospital is paid a
hospital-specific per diem or a regional per diem under the provisions of subsection
A.2. of Chapter 14. With respect to care paid for on the basis of a
hospital-specific per diem, the cost-share shall be 25Z of the hospital-specific per
diem amount. For care paid for on the basis of a regional per diem, the cost share
shall be the lower of a fixed daily amount or 25Z of the hospital's billed charges.
The fixed daily amount shall be 252 of the per diem adjusted so that total
beneficiary cost-shares will equal 25Z of total payments under the mental health per
diem payment system. This fixed daily amount shall be updated annually and
published in the Federal Register along with the per diems published pursuant to
subparagraph A.2.d.(2) of Chapter 14.

(3) Other _services. For services exempt from the CHAMPUS
DRG-based payment system and the CHAMPUS mental health per diem payment system and
services provided by institutions other than hospitals, the cost-share shall be 25%
of the CHAMPUS-determined allowable charges.

c. Outpatient cost-sharing.

(1) For services other than ambulatory surgery services.
Retirees, dependents of retirees, dependents of deceased active duty members, and
dependents of deceased retirees are responsible for payment of 25 percent of the
CHAMPUS-determined allowable costs or charges beyond the annual fiscal year
deductible amount (as described in paragraph F.2.a. of this chapter) for otherwise. covered services or supplies provided on an outpatient basis by authorized
providers.

(2) For services subiect to the ambulatory surgery payment
method. For services subject to the ambulatory surgery payment method set forth in
Chapter 14 D., of this regulation, the cost share shall be the lesser of: 25 percent
of the payment amount provided pursuant to Chapter 14.D.; or 25 percent of the
center's billed charges.

d. Psychiatric partial hospitalization services. Institutional and
professional services provided under the psychiatric partial hospitalization program
authorized by paragraph B.10. of this chapter shall be cost-shared as inpatient
services.

4. Former spouses. CHAMPUS beneficiary liability set forth for former spouses
eligible under the provisions of paragraph B.2.b. of Chapter 3 is as follows:

a. Annual fiscal year deductible for outpatient services or supplies. An
eligible former spouse is responsible for the payment of the first $150 of the
CHAMPUS-determined reasonable costs or charges for otherwise covered outpatient
services or supplies provided in any one fiscal year. (Except for services re-
ceived prior to April 1, 1991, the deductible amount is $50.00). The former spouse
cannot contribute to, nor benefit from, any family deductible of the member or
former member to whom the former spouse was married or of any CHAMPUS-eligible
children.
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b. Inpatient cost-sharnEg. Eligible former spouses are responsible for
the payment of cost-sharing amounts the same as those required for retirees,
dependents of retirees, dependents of deceased active duty members, and dependents
of deceased retirees.

c. Outpatient cst-sharing. Eligible former spouses are responsible for
payment of 25 percent of the CHAMPUS-determined reasonable costs or charges beyond
the annual fiscal year deductible amount for otherwise covered services or supplies
provided on an outpatient basis by authorized providers.

5. Cost-Sharing under the Military-Civilian Health Services Partnership
Program. Cost-sharing is dependent upon the type of partnership program entered
into, whether external or internal. (See section P. of Chapter 1, for general
requirements of the Military-Civilian Health Services Partnership Program.)

a. External Partnership Agreement. Authorized costs associated with the
use of the civilian facility will be financed through CHAMPUS under the normal
cost-sharing and reimbursement procedures applicable under CHAMPUS.

b. Internal Partnership Agreement. Beneficiary cost-share under internal
agreements will be the same as charges prescribed for care in
military treatment facilities.

6. Amounts over CHAMPUS-determined allowable costs or charges. It is the
responsibility of the CHAMPUS fiscal intermediary to determine allowable costs for
services and supplies provided by hospitals and other institutions and allowable
charges for services and supplies provided by physicians, other individual
professional providers, and other providers. Such CHAMPUS-determined allowable
costs or charges are made in accordance with the provisions of Chapter 14. All
CHAMPUS benefits, including calculation of the CHAMPUS or beneficiary cost-sharing
amounts, are based on such CHAMPUS-determined allowable costs or charges. The
effect on the beneficiary when the billed cost or charge is over the
CHAMPUS-determined allowable amount is dependent upon whether or not the applicable
claim was submitted on a participating basis on behalf of the beneficiary or
submitted directly by the beneficiary on a nonparticipating basis and on whether the
claim is for inpatient hospital services subject to the CHAMPUS DRG-based payment
system. This provision applies to all classes of CHAMPUS beneficiaries.

NOTE: When the provider "forgives" or "waives" any beneficiary liability, such as
amounts applicable to the annual fiscal year deductible for outpatient
services or supplies, or the inpatient or outpatient cost-sharing as
previously set forth in this section, the CHAMPUS-determined allowable
charge or cost allowance (whether payable to the CHAMPUS beneficiary or
sponsor, or to a participating provider) shall be reduced by the same
amount.

a. Participtlng providers. There are several circumstances under which
institutional and individual providers may be Participating Providers, either on a
mandatory basis or a voluntary basis. See Chapter 6, A.8. A Participating
Provider, whether participating for all claims or on a claim-by-claim basis, must
accept the CHAMPUS-determined allowable amount as payment in full for the medical
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. services or supplies provided, and must accept the amount paid by CHAMPUS or the
CHAMPUS payment combined with the cost-sharing and deductible amounts paid by or on
behalf of the beneficiary as payment in full for the covered medical services or
supplies. Therefore, when costs or charges are submitted on a participating basis,
the patient is not obligated to pay any amounts disallowed as being over the
CHAMPUS-determined allowable cost or charge for authorized services or supplies.

b. Non!articipatinigproviders. Nonparticipating providers are those
providers who do not agree on the CHAMPUS claim form to participate and thereby do
not agree to accept the CHAMPUS-determined allowable costs or charges as the full
charge. For otherwise covered services and supplies provided by such
nonparticipating CHAMPUS providers, payment is made directly to the beneficiary or
sponsor and the beneficiary is liable under applicable law for any amounts over the
CHAMPUS-determined allowable costs or charges. CHAMPUS shall have no responsibility
for any amounts over allowable costs or charges as determined by CHAMPUS.

7. [Reserved]

8. Cost-sharing for services provided under special discount arrangements.

a. General rule. With respect to services determined by the Director,
OCHAMPUS (or designee) to be covered by Chapter 14, section I., the Director,
OCHAMPUS (or designee) has authority to establish, as an exception to the
cost-sharing amount normally required pursuant to this chapter, a different
cost-share amount that appropriately reflects the application of the statutory
cost-share to the discount arrangement.

b. Specific applications. The following are examples of applications of
the general rule; they are not all inclusive.

(1) In the case of services provided by individual health care
professionals and other noninstitutional providers, the cost-share shall be the
usual percentage of the CHAMPUS allowable charge determined under Chapter 14,
section I.

(2) In the case of services provided by institutional providers
normally paid on the basis of a pre-set amount (such as DRG-based amount under
Chapter 14, section A.I. or per-diem amount under Chapter 14, section A.2.), if the
discount rate is lower than the pre-set rate, the cost-share amount that would apply
for a beneficiary other than an active duty dependent pursuant to the normal pre-set
rate would be reduced by the same percentage by which the pre-set rate was reduced
in setting the discount rate.

9. Waiver of deductible amouitts or cost-sharing not allowed.

a. General rule. Because deductible amounts and cost sharing are
statutorily mandated, except when specifically authorized by law (as determined by
the Director, OCHAMPUS), a provider may not waive or forgive beneficiary liability
for annual deductible amounts or inpatient or outpatient cost-sharing, as set forth
in this chapter.

4-71



March 22, 1995
DoD 6010.8-R

b. Exception for bad debts. This general rule is not violated in cases
in which a provider has made all reasonable attempts to effect collection, without
success, and determines in accordance with generally accepted fiscal management
standards that the beneficiary liability in a particular case is an uncollectible
bad debt.

c. Remedies for noncompliance. Potential remedies for noncompliance with
this requirement include:

(1) A claim for services regarding which the provider has waived
the beneficiary's liability may be disallowed in full, or, alternatively, the amount
payable for such a claim may be reduced by the amount of the beneficiary liability
waived.

(2) Repeated noncompliance with this requirement is a basis for
exclusion of a provider.

G. EXCLUSIONS AND LIMITATIONS

In addition to any definitions, requirements, conditions, or limitations
enumerated and described in other chapters of this Regulation, the following
specifically are excluded from the Basic Program:

1. Not medically or psychologically necessary. Services and supplies
that are not medically or psychologically necessary for the diagnosis or
treatment of a covered illness (including mental disorder) or injury, for
the diagnosis and treatment of pregnancy, or for well-baby care except as provided
in the following paragraph.

2. Unnecessary diagnostic tests. X-ray, laboratory, and pathological
services and machine diagnostic tests not related to a specific illness or
injury or a definitive set of symptoms except for cancer screening mammography and
cancer screening papanicolaou (PAP) smears provided under the terms and conditions
contained in the guidelines adopted by the Director, OCHAMPUS.

3. Institutional level of care. Services and supplies related to in-
patient stays in hospitals or other authorized institutions above the appro-
priate level required to provide necessary medical care.

4. Diagnostic admission. Services and supplies related to an inpatient
admission primarily to perform diagnostic tests, examinations, and procedures
that could have been and are performed routinely on an outpatient basis.

NOTE: If it is determined that the diagnostic x-ray, laboratory,
and pathological services and machine tests performed
during such admission were medically necessary and would
have been covered if performed on an outpatient basis,
CHAMPUS benefits may be extended for such diagnostic pro-
cedures only, but cost-sharing will be computed as if
performed on an outpatient basis.
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5. Unnecessary postpartum inpatient stay, mother or newborn. Postpartum
inpatient stay of a mother for purposes of staying with the newborn infant (usually
primarily for the purpose of breast feeding the infant) when the infant (but not the
mother) requires the extended stay; or continued inpatient stay of a newborn infant
primarily for purposes of remaining with the mother when the mother (but not the
newborn infant) requires extended postpartum inpatient stay.

6. Therapeutc absences. Therapeutic absences from an inpatient facility,
except when such absences are specifically included in a treatment plan approved by
the Director, OCHAMPUS, or a designee. For cost-sharing provisions refer to Chapter
14, paragraph F.3.

7. Custodial care. Custodial care regardless of where rendered, except as
otherwise specifically provided in paragraphs E.12.b., E.12.c. and E.12.d. of this
chapter.

8. Domiciliary care. Inpatient stays primarily for domiciliary care purposes.

9. Rest or rest cures. Inpatient stays primarily for rest or rest cures.

10. Amounts above allowable costs or charges. Costs of services and supplies
to the extent amounts billed are over the CHAMPUS determined allowable cost or
charge, as provided for in Chapter 14.

11. No legal obligation to pay, no charge would be made. Services or supplies. for which the beneficiary or sponsor has no legal obligation to pay; or for which no
charge would be made if the beneficiary or sponsor was not eligible under CHAMPUS;
or whenever CHAMPUS is a secondary payer for claims subject to the CHAMPUS DRG-based
payment system, amounts, when combined with the primary payment, which would be in
excess of charges (or the amount the provider is obligated to accept as payment in
full, if it is less than the charges).

12. Furnished without charge. Services or supplies furnished without charge.

13. Furnished by local, state, or Federal Government. Services and supplies
paid for, or eligible for payment, directly or indirectly by a local, state, or
Federal Government, except as provided under CHAMPUS, or by government hospitals
serving the general public, or medical care provided by a Uniformed Service medical
care facility, or benefits provided under title XIX of the Social Security Act
(Medicaid) (reference (h)) (refer to Chapter 8 of this Regulation).

14. Study, grant, or research programs. Services and supplies provided as a
part of or under a scientific or medical study, grant, or research program.

15. Not in accordance with accepted standards, experimental or
investigational. Services and supplies not provided in accordance with accepted
professional medical standards; or related to essentially experimental or
investigational procedures or treatment regimens.
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16. Immediate family, household. Services or supplies provided or prescribed
by a member of the beneficiary's immediate family, or a person living in the
beneficiary's or sponsor's household.

17. Double coverage. Services and supplies that are (or are eligible to be)
payable under another medical insurance or program, either private or governmental,
such as coverage through employment or Medicare (refer to Chapter 8 of this
Regulation).

18. Nonavailability Statement required. Services and supplies provided under
circumstances or in geographic locations requiring a Nonavailability Statement (DD
Form 1251), when such a statement was not obtained.

19. Preauthorization required. Services or supplies which require
preauthorization if preauthorization was not obtained. Services and supplies which
were not provided according to the terms of the preauthorization. The Director,
OCHAMPUS, or a designee, may grant an exception to the requirement for
preauthorization if the services otherwise would be payable except for the failure
to obtain preauthorization.

20. Psychoanalysis or___ychotherapy,_partof education. Psychoanalysis or
psychotherapy provided to a beneficiary or any member of the immediate family that
is credited towards earning a degree or furtherance of the edication or training of
a beneficiary or sponsor, regardless of diagnosis or symptoms that may be present.

21. Runaways. Inpatient stays primarily to control or detain a runaway child,
whether or not admission is to an authorized institution.

22. Services or supplies ordered ba court or other government a!gency.
Services or supplies, including inpatient stays, directed or agreed to by a court or
other governmental agency. However, those services and supplies (including
inpatient stays) that otherwise are medically or psychologically necessary for the
diagnosis or treatment of a covered condition ani that otherwise meet all CHAMPUS
requirements for coverage are not excluded.

23. Work-related (occupational) disease or injury. Services and supplies
required as a result of occupational disease or injury for which any benefits are
payable under a worker's compensation or similar law, whether or not such benefits
have been applied for or paid; except if benefits provided under such laws are
exhausted.

24. Cosmetic, recon~tructive, or plastic su!_ry. Services and supplies ir
connection with cosmetic, reconstructive, or plastic surgery except as specifically
provided in subsection E.8. of this chapter.

2J. Surgery,_psychological reasons. SuLgery performed primarily for
psychological reasons (s ch as psychogenic).

26. Electrolysis.

27. Dental care. Dental care or oral surgery, except as specifically provided
in sub-ection E.10. of this chapter.
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. 28. Obesity, weight reduction. Services and supplies related to obesity or
weight reduction whether surgical or nonsurgical; wiring of the jaw or any procedure
of similar purpose, regardless of the circumstances under which performed; except
that benefits may be provided for the gastric bypass, gastric stapling, or
gastroplasty procedures in connection with morbid obesity as provided in subsection
E.15. of this chapter.

29. Transsexualism or such other conditions as gender dysphoria. Services and
supplies related to transsexualism or such other conditions as gender dysphoria
(including, but not limited, to iatersex surgery, psychotherapy, and prescription
drugs), except as specifically provided in subsection E.7. of this chapter.

30. Therapy or counselingfor sexual dysfunctions or sexual inadequacies.
Sex therapy, sexual advice, sexual counseling, sex behavior modification,
psychotherapy for mental disorders involving sex deviations (e.g., transvestic
fetishism), or other similar services, and any supplies provided in connection with
therapy for sexual dysfunctions or inadequacies.

31. Corns, _caluses, and toenails. Removal of corns or calluses or trimming of
toenails and other routine podiatry services, except those required as a result of a
diagnosed systemic medical disease affecting the lower limbs, such as severe
diabetes.

32. Dyslexia.

33. Surgical sterilization, reversal. Surgery to reverse surgical
O sterilization procedures.

34. Noncoital reproductive procedures including artificial insemination,
in-vitro fertilization, gamete intrafajlopian transfer and all other such
reproductive technologies. Services and supplies related to artificial insemination
(including semen donors and semen banks), in-vitro fertilization, gamete
intrafallopian transfer and all other noncoital reproductive technologies.

35. Nonprescription contraceptives.

36. Tests_ to determine paternity or sex of a child. Diagnostic tests to
establish paternity of a child; or tests to determine sex of an unborn child.

37. Preventive care. Preventive care, such as routine, annual, or employment
requested physical examinations; routine screening procedures; immunizations: except
that the following are not excluded:

a. Well-baby care, including newborn examination, Phenylketonuria (PKU)
testing and newborn circumcision.

b. Rabies shots.

c . Tetanus shot follo.:ing .n accidental injury.

d. Rh immunp glnbulin.

P. Gpnpti, t-sts as spe( ifi d in paragtaph E.3.1b. tt this (hapttem.
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f. Immunizations and physical examinations provided when required in the
case of dependents of active duty military personnel who are traveling outside the
United States as a result of an active member's duty assignment and such travel is
being performed under orders issued by a Uniformed Service.

g. Screening mammography for asymptomatic women 35 years of age and older
when provided under the terms and conditions contained in the guidelines adopted by
the Director OCHAMPUS.

h. Cancer screening papanicolaou (PAP) smear for women who are or have
been sexually active, and women 18 years of age and older under the terms and
conditions contained in the guidelines adopted by the Director, OCHAMPUS.

38. Chiropractors and naturopaths. Services of chiropractors and naturopaths
whether or not such services would be eligible for benefits if rendered by an
authorized provider.

39. Counseling. Counseling services that are not medically necessary in the
treatment of a diagnosed medical condition; for example, educational counseling,
vocational counseling, nutritional counseling, counseling for socioeconomic
purposes, diabetic self-education programs, stress management, life style
modification, etc. Services provided by a certified marriage and family therapist,
pastoral or mental health counselor in the treatment of a mental disorder are
covered only as specifically provided in Chapter 6. Services provided by alcoholism
rehabilitation counselors and certified addiction counselors are covered only when
rendered in a CHAMPUS-authorized treatment setting ennd only when the cost of those
services is included in the facility's CHAMPUS-de. rfi-4, allowable cost-rate.

40. Acupuncture. Acupuncture, whether used as a Lnerapeutic agent or as an

anesthetic.

41. Hair transplants, wigs, or hairpieces

NOTE: In accordance with Section 744 of the DoD Appropriation Act
for 1981 (reference (o)), CHAMPUS coverage for wigs or hair-
pieces is permitted effective December 15, 1980, under the
conditions listed below. Continued availability of benefits
will depend on the language of the annual DoD Appropriation
Acts.

a. Benefits provided. Benefits may be extended, in accordance with the
CHAMPUS-determined allowable charge, for one wig or hairpiece per beneficiary
(lifetime maximum) when the attending physician certifies that alopecia has resulted
from treatment of a malignant disease and the beneficiary certifies that a wig or
hairpiece has not been obtained previously through the U.S. Government (including
the Veterans Administration).
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b. Exclusions. The wig or hairpiece benefit does not include coverage
for the following:

(1) Alopecia resulting from conditions other than treatment of
malignant disease.

(2) Maintenance, wig or hairpiece supplies, or replacement of the wig
or hairpiece.

(3) Hair transplants or any other surgical procedure involving the
attachment of hair or a wig or hairpiece to the scalp.

(4) Any diagnostic or therapeutic method or supply intended to
encourage hair regrowth.

42. Education or training. Self-help, academic education or vocational
training services and supplies, unless the provisions of Chapter 4, paragraph
B.l.e., relating to general or special education, apply.

43. Exercise/Relaxation/Comfort Devices. Exercise equipment, spas, whirlpools,
hot tubs, swimming pools, health club membership or other such charges or items.

44. Exercise. General exercise programs, even if recommended by a physician
and regardless of whether or not rendered by an authorized provider. In addition,. passive exercises and range of motion exercises also are excluded, except when
prescribed by a physician and rendered by a physical therapist concurrent to, and as
an integral part of, a comprehensive program of physical therapy.

45. Audiologist, speech therapist. Services of an audiologist or speech
therapist, except when prescribed by a physician and rendered as a part of treatment
addressed to the physical defect itself and not to any educational or occupational
deficit.

46. Vision care. Eye exercises or visual training (orthoptics).

47. Eye and hearing examinations. Eye and hearing examinations except as
specifically provided in paragraph C.2.p. of this chapter or except when rendered in
connection with medical or surgical treatment of a covered illness or injury.
Vision and hearing screening in connection with well-baby care is not excluded.

48. Prosthetic devices. Prostheses, except artificial limbs and eyes, or if an
item is inserted surgically in the body as an integral part of a surgical
procedure. All dental prostheses are excluded, except for those specifically
required in connection with otherwise covered orthodontia directly related to the
surgical correction of a cleft palate anomaly.

49. Orthopedic shoes. Orthopedic shoes, arch supports, shoe inserts, and other
supportive devices for the feet, including special-ordered, custom-made built-up
shoes, or regular shoes later built up.
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50. Ey•glasses. Eyeglasses, spectacles, contact lenses, or other optical
devices, except as specifically provided under subsection E.6. of this chapter.

51. Hearing aids. Hearing aids or other auditory sensory enhancing devices.

52. Telephonic services. Services or advice rendered by telephone or other
telephonic device, including remote monitoring, except for transtelephonic
monitoring of cardiac pacemakers.

53. Air conditioners, humidifiers, dehumidifiers, and purifiers.

54. Elevators or chair lifts.

55. Alterations. Alterations to living spaces or permanent features attached
thereto, even when necessary to accommodate installation of covered durable medical
equipment or to facilitate entrance or exit.

56. Clothing. Items of clothing or shoes, even if required by virtue of an
allergy (such as cotton fabric as against synthetic fabric and vegetable dyed
shoes).

57. Food, food substitutes. Food, food substitutes, vitamins, or other
nutritional supplements, including those related to prenatal care.

58. Enuresis. Enuretic devices; enuretic conditioning programs.

59. RESERVED.

60. Autopsy and postmortem.

61. Camrping. All camping even though organized for a specific therapeutic
purpose (such as diabetic camp or a camp for emotionally disturbed children), and
even though offered as a part of an otherwise covered treatment plan or offered
through a CHAMPUS-approved facility.

62. Housekeeper, companion. Housekeeping, homemaker, or attendant services;
sitter or companion.

63. Noncovered condition, unauthorized provider. All services and supplies
(including inpatient institutional costs) related to a noncovered condition or
treatment, or provided by an unauthorized provider.

64. Comfort or convenience. Personal, comfort, or convenience items such as
beauty and barber services, radio, television, and telephone.

65. "Stop smoking" programs. Services and supplies related to "stop smoking"
regimens.
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. 66. Megavitamin psychiatric therapy, orthomolecular psychiatric therapy.

67. Transportation. All transportation except by ambulance, as specifically
provided under section D. of this chapter, and except as authorized in subsection
E.5. of this chapter.

68. Travel. All travel even though prescribed by a physician and even if its
purpose is to obtain medical care, except as specified in subsection A.6.of this
chapter in connection with a CHAMPUS-required physical examination.

69. Institutions. Services and supplies provided by other than a hospital,
unless the institution has been approved specifically by OCHAMPUS. Nursing homes,
intermediate care facilities, halfway houses, homes for the aged, or institutions of
similar purpose are excluded from consideration as approved facilities under the
Basic Program.

NOTE: In order to be approved under CHAMPUS, an institution
must, in addition to meeting CHAMPUS standards, provide
a level of care for which CHAMPUS benefits are payable.

70. Supplemental diagnostic services. Diagnostic services including clinical
laboratory examinations, x-ray examinations, pathological examinations, and machine
tests that produce hard-copy results performed by civilian providers at the request
of the attending Uniformed Service medical department physician (active duty or
civil service).

71. Supplemental consultations. Consultations provided by civilian providers
at the request of the attending Uniformed Services medical department physician
(active duty or civil service).

72. Inpatient mental health services. Effective for care received on or after
October 1, 1991, services in excess of 30 days in any fiscal year (or in an
admission), in the case of a patient nineteen years of age or older, 45 days in any
fiscal year (or in an admission) in the case of a patient under 19 years of age, or
150 days in any fiscal year (or in an admission) in the case of inpatient mental
health services provided as residential treatment care, unless coverage for such
services is granted by a waiver by the Director, OCHAMPUS, or a designee. In cases
involving the day limitations, waivers shall be handled in accordance with
paragraphs B.8. or B.9. of this chapter. For services prior to October 1, 1991,
services in excess of 60 days in any calendar year unless additional coverage is
granted by the Director, OCHAMPUS, or a designee.

73. Economic interest in connection with mental health admissions. Inpatient
mental health services (including both acute care and RTC services) are excluded for
care received when a patient is referred to a provider of such services by a
physician (or other health care professional with authority to admit) who has an
economic intetest in the facility to which the patient is referred, unless a waiver
is granted. Requests for waiver shall be considered under the same procedure and
based on the same criteria as used for obtaining preadmission authorization (or
continued stay authorization for
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emergency admissions), with the only additional requirement being that the economic 0
interest be disclosed as part of the request. The same reconsideration and appeals
procedures that apply to day limit waivers shall also apply to decisions regarding
requested waivers of the economic interest exclusion. However, a provider may
app)eal a reconsidered determination that an economic relationship constitutes an
economic interest within the scope of the exclusion to the same extent that a
provider may appeal determinations under paragraph 1.3., Chapter 15. This exclusion
does not apply to services under the Program for the Handicapped (Chapter 5 of this
Regulation) or provided as partial hospital care. If a situation arises where a
decision is made to exclude CHAMPUS payment solely on the basis of the provider's
economic interest, the normal CHAMPUS appeals process will be available.

74. Not specifically listed. Services and supplies not specifically listed as
a benefit in this Regulation. This exclusion is not intended to preclude extending
benefits for those services or supplies specifically determined to be covered within
the intent of this Regulation by the Director, OCHAMPUS, or a designee, even though
not otherwise listed.

NOTE: The fact that a physician may prescribe, order, recommend, or approve
a service or supply does not, of itself, make it medically necessary
or make the charge an allowable expense, even though it is not listed
specifically as an exclusion.

H. Payment and liability for certain potentially excludable services under the Peer
Review Organization program.

1. Applicability. This section provides special rules that apply only to
services retrospectively determined under the Peer Review Organization (PRO) program
(operated pursuant to Chapter 15) to be potentially excludable (in whole or in part)
from the Basic Program under section G. of this chapter. Services may be excluded
by reason of being not medically necessary (subsection G.1.) at an inappropriate
level (subsection G.3.) custodial care (subsection G.7.) or other reason relative to
reasonableness, necessity or appropriateness (which services shall throughout the
remainder of this section, be referred to as "not medically necessary"). (Also
throughout the remainder of the section, "services" includes items and "provider"
includes supplier.) This section does not apply to coverage determinations made by
OCHAMPUS or the fiscal intermediaries which are not based on medical necessity
determinations made under the PRO program.

2. Payment for certain potentially excludable expenses. Services determined
under the PRO program to be potentially excludable by reason of the exclusions in
section G. of this chapter for not medically necessary services will not be
determined to be excludable if neither the beneficiary to whom the services were
provided nor the provider (institutional or individual) who furnished the services
knew, or could reasonably have been expected to know, that the services were subject
to those exclusions. Payment may be made for such services as if the exclusions did
not apply.

3. Liability for certain excludable services. In any case in which items or
services are determined excludable by the PRO program by reason of being not
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. medically necessary and payment may not be made under subsection H.2., above because
the requirements of subsection H.2. are not met, the beneficiary may not be held
liable (and shall be entitled to a full refund from the provider of the amount
excluded and any cost-share amount already paid) if:

a. The beneficiary did not know &id could not reasonably have been
expected to know that the services were excludable by reason of being not medically
necessary; and

b. The provider knew or could reasonably have been expected to know that
the items or services were excludable by reason of being not medically necessary.

4. Criteria for determining that beneficiary knew or could reasonably have
been expected to have known that services were excludable. A beneficiary who
receives services excludable by reason of being not medically necessary will be
found to have known that the services were excludable if the beneficiary has been
given written notice that the services were excludable or that similar or comparable
services provided on a previous occasion were excludable and that notice was given
by the OCHAMPUS, CHAMPUS PRO or fiscal intermediary, a group or committee
responsible for utilization review for the provider, or the provider who provided
the services.

5. Criteria for determining that provider knew or could reasonably have been
expected to have known that services were excludable. An institutional or. individual provider will be found to have known or been reasonably expected to have
known that services were excludable under this section under any one of the
following circumstances:

a. The PRO or fiscal intermediary had informed the provider that the
services provided were excludable or that similar or reasonably comparable, services
were excludable.

b. The utilization review group or committee for an institutional
provider or the beneficiary's attending physician had informed the provider that the
services provided were excludable.

c. The provider had informed the beneficiary that the services were
excludable.

d. The provider had received written materials, including notices, manual
issuances, bulletins, guides, directives, or other materials, oroviding notification
of PRO screening criteria specific to the condition of the beneficiary. Attending
physicians who are members of the medical staff of an institutional provider will be
found to have also received written materials provided to the institutional
provider.

e. The services that are at issue are the subject of what are generally
considered acceptable standards of practice by the local medical community.

f. Preadmission authorization was available but not requested, or

concurrent review tequirements were not followed.
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CHAPTER 6

AUTHORIZED PROVIDERS

A. GENERAL

This chapter sets forth general policies and procedures that are the basis
for the CHAMPUS cost-sharing of medical services and supplies provided by
institutions, individuals, or other types of providers. Providers seeking
payment from the Federal Government through programs such as CHAMPUS have a duty
to familiarize themselves with, and comply with, the program requirements.

1. Listing of provider does not guarantee payment of benefits. The fact
that a type of provider is listed in this chapter is not to be construed to mean
that CHAMPUS will automatically pay a claim for services or supplies provided by
such a provider. The provider who actually furnishes the service(s) must, in
fact, meet all licensing and other requirements established by this Regulation
to be an authorized provider; the provider must not be the subject of sanction
under Chapter 9; and, cost-sharing of the services must not otherwise be
prohibited by this Regulation. In addition, the patient must in fact be an
eligible beneficiary and the services or supplies billed must be authorized and
medically necessary, regardless of the standing of the provider.

2. Outside the United States or emergency situations within the United
States. Outside the United States or within the United States and Puerto Rico
in emergency situations, the Director, OCHAMPUS, or a designee, after review of
the facts, may provide payment to or on behalf of a beneficiary who receives
otherwise covered services or supplies from a provider of service that does not
meet the standards described in this Regulation.

NOTE: Only the Secretary of Defense, the Secretary of Health and Human
Services, or the Secretary of Transportation, or their designees,
may authorize (in emergency situations) payment to civilian
facilities in the United States that are not in compliance with
title VI of the Civil Rights Act of 1964 (reference (z)). For the
purpose of the Civil Rights Act only, the United States includes
the 50 states, the District of Columbia, Puerto Rico, Virgin
Islands, American Samoa, Guam, Wake Island, Canal Zone, and the
territories and possessions of the United States.

3. Dual compensationfconflict of interest. Title 5, United States Code,
section 5536 (reference (bb)) prohibits medical personnel who are active duty
Uniformed Service members or civilian employees of the Government from receiving
additional Government compensation above their normal pay and allowances for
medical care furnished. In addition, Uniformed Service members and civilian
employees of the Government are generally prohibited by law and agency
regulations and policies from participating in apparent or actual conflict of
interest situations in which a potential for personal gain exists or in
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which there is an appearance of impropriety or incompatibility with the
performance of their official duties or responsibilities. The Departments of
Defense, Health and Human Services, and Transportation have a responsibility,
when disbursing appropriated funds in the payment of CHAMPUS benefits, to ensure
that the laws and regulations are not violated. Therefore, active duty
Uniformed Service members (including a reserve member while on active duty) and
civilian employees of the United States Government shall not be authorized to be
CHAMPUS providers. While individual employees of the Government may be able to
demonstrate that the furnishing of care to CHAMPUS beneficiaries may not be
incompatible with their official duties and responsibilities, the processing of
millions of CHAMPUS claims each year does not enable Program administrators to
efficiently review the status of the provider on each claim to ensure that no
conflict of interest or dual compensation situation exists. The problem is
further complicated given the numerous interagency agreements (for example,
resource sharing arrangements between the Department of Defense and the Veterans
Administration in the provision of health care) and other unique arrangements
which exist at individual treatment facilities around the country. While an
individual provider may be prevented from being an authorized CHAMPUS provider
even though no conflict of interest or dual compensation situation exists, it is
essential for CHAMPUS to have an easily administered, uniform rule which will
ensure compliance with the existing laws and regulations. Therefore, a provider
who is an active duty Uniformed Service member or civilian employee of the
Government shall not be an authorized CHAMPUS provider. In addition, a provider
shall certify on each CHAMPUS claim that he/she is not an active duty Uniformed
Service member or civilian employee of the Government.

4. For-profit institutions excluded under the Program for the Handicapped
(PFTH). 10 U.S.C. 1079(d)(4) (reference (a)) precludes payment of benefits
under the PFTH for otherwise covered services and supplies provided by a
for-profit institution (refer to Chapter 5 of this Regulation).

5. Utilization review and quality assurance. Providers approved as
authorized CHAMPUS providers have certain obligations to provide services and
supplies under CHAMPUS which are (i) furnished at the appropriate level and only
when and to the extent medically necessary under the criteria of this
Regulation; (ii) of a quality that meets professionally recognized standards of
health care; and, (iii) supported by adequate medical documentation as may be
reasonably required under this Regulation by the Director, OCHAMPUS, or a
designee, to evidence the medical necessity and quality of services furnished,
as well as the appropriateness of the level of care. Therefore, the
authorization of CHAMPUS benefits is contingent upon the services and supplies
furnished by any provider being subject to pre-payment or post-payment
utilization and quality assurance review under professionally recognized
standards, norms, and criteria, as well as any standards or criteria issued by
the Director, OCHAMPUS, or a designee, pursuant to this Regulation. (Refer to
Chapters 4, 5, and 7 of this Regulation.)

6. Exclusion of beneficiary liability. In connection with certain
utilization review, quality assurance and preauthorization requirements of
Chapter 4, providers may not hold patients liable for payment for certain
services for which CHAMPUS payment is disallowed. With respect to such
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services, providers may not seek payment from the patient or the patient's
family. Any such effort to seek payment is a basis for termination of the
provider's authorized status.

7. Provider required. In order to be considered for benefits, all
services and supplies shall be rendered by, prescribed by, or furnished at the
direction of, or on the order of a CHAMPUS-authorized provider practicing within
the scope of his or her license.

8. Participating providers.

a. In general. A Participating Provider is an individual or
institutional provider that has agreed to accept the CHAMPUS-determined
allowable amount as payment in full for the medical services and supplies
provided to the CHAMPUS beneficiary, and has agreed to accept the amount paid by
CHAMPUS or the CHAMPUS payment combined with the cost-sharing and deductible
amounts paid by, or on behalf of, the beneficiary as full payment for the
covered medical services or supplies. In addition, Participating Providers
submit the appropriate claims forms to the appropriate CHAMPUS contractor on
behalf of the beneficiary. There are several circumstances under which
providers are Participating Providers.

b. Mandatoryparticipation Medicare-participating hospitals are
required by law to be Participating Providers on all inpatient claims under
CHAMPUS. Hospitals that are not Medicare-participating providers but are
subject to the CHAMPUS DRG-based payment system or the CHAMPUS mental health
payment system (see Chapter 14.A.), must sign agreements to participate on all
CHAMPUS inpatient claims in order to be authorized providers under CHAMPUS.

c. Participating Provider Program.

(1) In general. An institutional provider not required to participate
pursuant to paragraph A.8.b, of this chapter and any individual provider may
become a Participating Provider by signing a Participating Provider agreement.
In such an agreement, the provider agrees that all CHAMPUS claims filed during
the time period covered by the agreement will be on a participating basis.

(2) Agreement required. Under the Participating Provider Program, the
provider must sign an agreement or memorandum of understanding under which the
provider agrees to become a Participating Provider. Such an agreement may be
with the nearby military treatment facility, a CHAMPUS contractor, or other
authorized official. Such an agreement may include other provisions pertaining
to the Participating Provider Program. The Director, OCHAMPUS shall establish a
standard model agreement and other procedures to promote uniformity in the
administration of the Participating Provider Program.

(3) Relationship to other activities. Participating Provider
agreements may include other provisions, such as provisions regarding discounts
(see Chapter 14.1) or other provisions in connection with the delivery and
financing of health care services, as authorized by this chapter or other DoD
Directives or Instructions. Participating Provider agreement provisions may
also be incorporated into other types of agreements, such as preferred provider
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arrangements where such arrangements are established under CHAMPUS.

d. Claim-by-claim-participation. Institutional and individual
providers that are not participating providers pursuant to paragraphs A.8.b., or
c., of this chapter, may elect to participate on a claim-by-claim basis. They
may do so by signing the appropriate space on the claims form and submitting it
to the appropriate CHAMPUS contractor on behalf of the beneficiary.

9. Limitation to authorized institutional provider designation.
Authorized institutional provider status granted to a specific institutional
provider applicant does not extend to any institution-affiliated provider, as
defined in Chapter 2 of this Regulation, of that specific applicant.

10. Authorized provider. A hospital or institutional provider, physician,
or other individual professional provider, or other provider of services or
supplies specifically authorized in this chapter to provide benefits under
CHAMPUS. In addition, to be an authorized CHAMPUS provider, any hospital which
is a CHAMPUS participating provider under Section A.7. of this chapter, shall be
a participating provider for all care, services, or supplies furnished to an
active duty member of the uniformed services for which the active duty member is
entitled under title 10, United States Code, section 1074(c). As a
participating provider for active duty members, the CHAMPUS authorized hospital
shall provide such care, services, and supplies in accordance with the payment
rules of Chapter 16. The failure of any CHAMPUS participating hospital to be a
participating provider for any active duty member subjects the hospital to
termination of the hospital's status as a CHAMPUS authorized provider for
failure to meet the qualifications established by this chapter.

11. Submittal of claims by provider required.

a. General rule. Unless waived pursuant to paragraph A.ll.b., of this
chapter, every CHAMPUS-authorized institutional and individual provider is
required to submit CHAMPUS claims to the appropriate CHAMPUS contractor on
behalf of the beneficiary for all services and supplies. In addition, the
provider may not impose any charge relating to completing and submitting the
applicable claim form (or any other related information). (Although CHAMPUS
encourages provider participation, this paragraph A.11., requires only the
submission of claim forms by providers on behalf of beneficiaries; it does not
require that providers accept assignment of beneficiaries' claims or become
participating providers.)

b. Waiver of claims submissioni requirement. The requirement that providers
submit claims on behalf of beneficiaries may be waived in circumstances set
forth in this paragraph A.ll.b. A decision by the Director, OCHAMPUS to waive
or not to waive the requirement in any particular circumstance is not subject to
the a,,peal and hearing procedures of Chapter 10 of this regulation.

(1) General requirement for waiver. The requirement that providers submit
claims on behalf of beneficiaries may be waived by the Director, OCHAMPUS when
the Director determines that the waiver is necessary in order to ensure adequate
access for CHAMPUS beneficiaries to health care services. However, the
requirement may not be waived for Participating Providers (see paragraph A.8.,
of this chapter).
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(2) Blanket wai,-er for provider outside the United States. The requirement
that providers s'dbmit clqims is waived with respect to providers outside the
United States (the United States includes Puerto Rico for this purpose).

(3) Blanket waiver in double coverage cases. The requirement that
providers submit claims is waived in cases in which another insurance plan or
program provides primary coverage fur the services.

(4) Waivers for particular categories of care. The Director, OCHAMPUS may
waive the requirement that providers submit claims if the Director determines
that available evidence clearly shows that the requirement would impair adequate
access. For this purpose, such evidence may include consideration of the number
of providers in the locality who provide the affected services, the number of
such providers who are CHAMPUS Participating Providers, the number of CHAMPUS
beneficiaries in the area, aad other relevant factors. Providers or
beneficiaries in a locality may submit to the Director, OCHAMPUS a petition,
together with appropriate documentation regarding relevant factors, for a
determination that adequate access would be impaired. The Director, OCHAMPUS
will consider and respond to all such petitions. The Direc ir, OCHAMPUS may
establish procedures for handling such petitions.

(5) Case-by-case waivers. On a case-by-case basis, the Director, OCHAMPUS
may waive the provider's obligation to submit that claim if the Director
determines that a waiver in that case is necessary in order to ensure adequate
access for CHAMPUS beneficiaries to the '.ealth care services involved. Such
case-by-case waivers may be requested by providers or beneficiaries pursua.11 to
procedures established by the Director.

c. Remedies for noncompliance.

(1) In any case in which a provider fails to submit a claim, or charges an
administrative fee for filing a claim (or any other related information), in
violation of the requirements of this paragraph A.11., the amount that would
otherwise be allowable for the claim shall be reduced by ten percent, unless the
reduction is waived by the Director, OCHAMPUS based on special circumstances.
The amount disallowed by such a reduction may not be billed to the patient (or
the patient's sponsor or family).

(2) Repeated failures by a provider to comply with the requirements of this
paragraph A.11., shall be considered abuse and/or fraud and grounds for
exclusion or suspension of the provider under Chapter 9., of this regulation.

12. Balance billing limits.

a. In general. Individual providers who are not participation providers
may not balance bill a beneficiary an amount which exceeds the applicable
billing limit. The balance billing limit shall be the same percentage as the
Medicare limiting charge percentage for nonparticipating physicians.
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be covered under CHAMPUS as if FDA approved. Certain cancer drugs, designated as
Group C drugs (approved and distributed by the National Cancer Institute) and
Treatment Investigational New Drugs (INDs), cannot be cost-shared under CHAMPUS
because they are not approved for commercial marketir by the FDA. However, medical
care related to the use of Group C drugs and Treatme: c INDs can be cost-shared under
CHAMPUS when the patient's medical c ndition warrants their administration and the
care is provided in accordance with generally accepted standards of medical
practice. NOTE: In areas outside the United States, standards comparable to those
of the FDA are the C APUS objective.

External Partnership Agreement. The external partnership agreement is an
agreement between a military treatment facility commander and a CHAMPUS authorized
institutional provider, enabling Uniformed Services health care personnel to provide
otherwise covered medical care to CHAMPUS beneficiaries in a civilian facility under
the Military-Civilian Health Services Partnership Program. Authorized costs
associated with the use of the facility will be financed through CHAMPUS under
normal cost-sharing and reimbursement procedures currently applicable under the
basic CHAMPUS.

Extramedical Individual Providers of Care. Individuals who do counseling or
nonmedical therapy and whose training and therapeutic concepts are outside the
medical field, as specified in Chapter 6 of this Regulation.

Fraud. For purposes of this Regulation, fraud is defined as 1) a deception or
misrepresentation by a provider, beneficiary, sponsor, or any person acting on
behalf of a provider, sponsor, or beneficiary with the knowledge (or who had reason
to know or should have known) that the deception or misrepresentation could result
in some unauthorized CHAMPUS benefit to self or some other person, or some
unauthorized CHAMPUS payment, or 2) a claim that is false or fictitious, or includes
or is supported by any written statement which asserts a material fact which is
false or fictitious, or includes or is supported by any written statement that (a)
omits a material fact and (b) is false or fictitious as a result of such omission
and (c) is a statement in which the person making, presenting, or submitting such
statement has a duty to include such material fact. It is presumed that, if a
deception or misrepresentation is established and a CHAMPUS claim is filed, the
person responsible for the claim had the requisite knowledge. This presumption is
rebuttable only by substantial evidence. It is further presumed that the provider
of the services is responsible for the actions of all individuals who file a claim
on behalf of the provider (for example, billing clerks); this presumption may only
be rebutted by clear and convincing evidence.

Freestanding. Not "institution-affiliated" or "institution-based."

Former Spouse. A former husband or wife of a Uniformed Service member or former
member who meets the criteria as set forth in paragraph B.2.b. of Chapter 3 of this
Regulation.

Full-Time Course of Higher Education. A complete, progressive series of studies
to develop attributes such as knowledge. skill, mind. and character, by formal
schooling at a college or university, and which meets the criteria set out in
Chapter 3 of this Regulation. To qualify as full-time, the student must be carrying
a course load of a minimum of 12 credit hours or equivalent each semester.
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General Staff Nursing Service. All nursing care (other than that
provided by private duty nurses) including, but not limited to, general duty
nursing, emergency room nursing, recovery room nursing, intensive nursing
care, and group nursing arrangements performed by nursing personnel on the
payroll of the hospital or other authorized institution.

Good Faith Payments. Those payments made to civilian sources of medical
care who provided medical care to persons purporting to be eligible
beneficiaries but who are determined later to be ineligible for CHAMPUS
benefits. (The ineligible person usually possesses an erroneous or illegal
identification card.) To be considered for good faith payments, the civilian
source of care must have exercised reasonable precautions in identifying a
person claiming to be an eligible beneficiary.

High-risk pregnancy. A pregnancy is high-risk when the presence of a
currently active or previously treated medical, anatomical, physiological
illness or condition may create or increase the likelihood of a detrimental
effect on the mother, fetus, or newborn and presents a reasonable possibility
of the development of complications during labor or delivery.

Hospice care. Hospice care is a program which provides an integrated set
of services and supplies designed to care for the terminally ill. This type
of care emphasizes palliative care and supportive services, such as pain
control and home care, rather than cure-oriented services provided in
institutions that are otherwise the primary focus under CHAMPUS. The benefit
provides coverage for a humane and sensible approach to care during the last
days of life for some terminally ill patients.

Hospital, Acute Care (General and Special). An institution that meets
the criteria as set forth in paragraph B.4.a. of Chapter 6 of this
Regulation.

Hospital, Long-Term (Tuberculosis, Chronic Care, or Rehabilitation). An
institution that meets the criteria as set forth in paragraph B.4. of Chapter
6 of this Regulation.

Hospital, Psychiatric. An institution that meets the criteria as set
forth in paragraph B.4. of Chapter 6 of this Regulation.

Illegitimate Child. A child not recognized as a lawful offspring; that
is, a child born of parents not married to each other.

Immediate Family. The spouse, natural parent, child and sibling, adopted
child and adoptive parent, stepparent, stepchild, grandparent, grandchild,
stepbrother and stepsister, father-in-law, mother-in-law of the beneficiary,
or provider, as appropriate. For purposes of this definition only, to
determine who may render services to a beneficiary, the step-relationship
continues to exist even if the marriage upon which the relationship is based
terminates through divorce or death of one of the parents.
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Independent Laboratocy. A freestanding laboratory approved for
participation under Medicare and certified by the Health Care Financing
Administration.

Infirmaries. Facilities operated by student health departments of
colleges and universities to provide inpatient or outpatient care to enrolled
students. When specifically approved by the Director, OCHAMPUS, or a
desigaee, a boarding school infirmary also is included.

Initial Determination. A formal written decision on a CHAMPUS claim, a
request for benefit authorization, a request by a provider for approval as an
authorized CHAMPUS provider, or a decision disqualifying or excluding a
provider as an authorized provider under CHAMPUS. Rejection of a claim or a
request for benefit or provider authorization for failure to comply with
administrative requirements, including failure to submit reasonably requested
information, is not an initial determination. Responses to general or
specific inquiries regarding CHAMPUS benefits are not initial determinations.

In-Out Surgery. Surgery performed in the outpatient department of a
hospital or other institutional provider, in a physician's office or the
office of another individual professional provider, in a clinic, or in a
"freestanding" ambulatory surgical center which does not involve a formal
inpatient admission for a period of 24 hours or more.

Inpatient. A patient who has been admitted to a hospital or other
authorized institution for bed occupancy for purposes of receiving necessary
medical care, with the reasonable expectation that the patient will remain in
the institution at least 24 hours, and with the registration and assignment
of an inpatient number or designation. Institutional care in connection with
in and out (ambulatory) surgery is not included within the meaning of
inpatient whether or not an inpatient number or designation is made by the
hospital or other institution. If the patient has been received at the
hospital, but death occurs before the actual admission occurs, an inpatient
admission exists as if the patient had lived and had been formally admitted.

Institution-Affiliated. Related to a CHAMPUS authorized institutional
provider through a shared governing body but operating under a separate and
distinct license or accreditation.

Institution-Based. Related to a CHAMPUS authorized institutional
provider through a shared governing body and operating under a common license
and shared accreditation.

Institutional Provider. A health care provider which meets the
applicable requirements established by section B. of Chapter 6 of this
Regulation.

Intensive Care Unit (ICU). A special segregated unit of a hospital in
which patients are concentrated by reason of serious illness, usually without
regard to diagnosis. Special lifesaving techniques and equipment regularly
and immediately are available within the unit, and patients are under
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continuous observation by a nursing staff specially trained and selected for
the care of this type patient. The unit is maintained on a continuing rather
than an intermittent or temporary basis. It is not a postoperative recovery
room nor a postanesthesia room. In some large or highly specialized
hospitals, the ICUs may be further refined for special purposes, such as for
respiratory conditions, cardiac surgery, coronary care, burn care, or
neurosurgery. For the purposes of CHAMPUS, these specialized units would be
considered ICUs if they otherwise conformed to the definition of an ICU.

Intern. A graduate of a medical or dental school serving in a hospital
in preparation to being licensed to practice medicine or dentistry.

Internal Partnership Agreement. The internal partnership agreement is an
agreement between a military treatment facility commander and a CHAMPUS
authcriz:J civilian health care provider which enables the use of civilian
health care personnel or other resources to provide medical care to CHAMPUS
bereiciaries on the premises of a military treatment facility under the
Military-Civilian Health Services Partnership Program. These internal
agreements may be established when a military treatment facility is unable to
provide sufficient health care services for CHAMPUS beneficiaries due to
shortages of personnel and other required resources.

Item, Service, or Supply. Includes (1) any item, device, medical supply,
or service claimed to have been provided to a beneficiary (patient) and
listed in an itemized claim for CHAMPUS payment or a request for payment, or
(2) in the case of a claim based on costs, any entry or omission in a cost
report, books of account, or other documents supporting the claim.

Laboratory and Pathological Services. Laboratory and pathological
examinations (including machine diagnostic tests that produce hard-copy
results) when necessary to, and rendered in connection with medical,
obstetrical, or surgical diagnosis or treatment of an illness or injury, or
in connection with well-baby care.

Legitimized Child. A formerly illegitimate child who is considered
legitimate by reason of qualifying actions recognized in law.

Licensed Practical Nurse (L.P.N.). A person who is prepared specially in
the scientific basis of nursing; who is a graduate of a school of practical
nursing; whose qualifications have been examined by a state board of nursing:
and who has been authorized legally to practice as an L.P.N. under the
supervision of a physician.

Licensed Vocational Nurse (L.V.N.). A person who specifically is
prepared in the scientific basis of nursing: who is a graduate of a aho,1 (,t
vocational nursing; whose qualifications have been examinod by a stat- b,,ard
of nursing: and who has been authorized legally to practice aq a L.V.N. unIlpt

the supervision of a physician.

Long-Term Hospital Care. Any inpatient hospital stay that ex(etds "
days.
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Low-Risk Pregnancy. A pregnancy is low-risk when the basis for the
ongoing clinical expectation of a normal uncomplicated birth, as defined by
reasonable and generally accepted criteria of maternal and fetal health, is
documented throughout a generally accepted course of prenatal care.

Management Plan. A detailed description of the medical history of and
proposed therapy for a CHAMPUS beneficiary seeking benefits under the PFTH as
set forth in Chapter 5 of this Regulation. A management plan must include,
at a minimum, a diagnosis (either in the International Classification of
Diseases, 9th Revision, Clinical Modification (ICD-9-CM) or the Diagnostic
and Statistical Manual of Mental Disorders, Third Edition (DSM-III));
detailed reports of prior treatment, family history, social history, history
of handicapping condition, and physical examination; diagnostic test results;
consultants (if any) reports; proposed therapeutic approach and modality
( ncluding anticipated length of time the proposed modality will be
required); prognosis; problem list; and all inclusive current or anticipated
monthly charges related to the proposed management plan. If the management
plan involves the transfer of a beneficiary from a hospital or another
inpatient facility, medical records related to that inpatient stay also are
required as a part of the management plan documentation.

Marriage and Family Therapist, Certified. An extramedical individual
provider who meets the requirements outlined in Chapter 6 of the Regulation.

Mater.Uty Care. Care and treatment related to conception, delivery, and
abortion, including prenatal and postnatal care (generally through the 6th
post-delivery week), and also including treatment of the complications of
pregnancy.

Medicaid. Those medical benefits authorized under Title XIX of the
Social Security Act (reference (h)) provided to welfare recipients and the
medically indigent through programs administered by the various states.

Medical. The generally used term which pertains to the diagnosis and
treatment of illness, injury, pregnancy, and mental disorders by trained and
licensed or certified health professionals. For purposes of CHAMPUS, the
term "medical" should be understood to include "medical, psychological,
surgical, and obstetrical," unless it is specifically stated that a more
restrictive meaning is intended.

Medical Emeeny.. The sudden and unexpected onset of a medical
condition or the acute exacerbation of a chronic condition that is
threateniný, to life, limb, or sight, and requires immediate medical treatment
or which manifests painful symptomatology requiring immediate palliative
efforts to alleviate suffering. Medical emergencies include heart attacks,
rardiovas, ular acridents, poisoning, convulsions, kidney stones, and such
other acute m-di•-a conditions as may be determined to be medical emergencies
by the Dire,-tor, OCHAMPUS. or a designee. In the case of a pregnancy, a
media(l emergency must involve a sudden and unexpected medical complication
that puts the mother, the baby, or both, at risk. Pain would not, however,
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qualify a maternity case as an emergency, nor would incipient birth after the
34th week of gestation, unless an otherwise qualifying medical condition is
present. Examples of medical emergencies related to pregnancy or delivery
are hemorrhage, ruptured membrane with prolapsed cord, placenta previa,
abruptio placenta, presence of shock or unconsciousness, suspected heart
attack or stroke, or trauma (such as injuries received in an automobile
accident).

Medically or Psychologically Necessary. The frequency, extent, and types
of medical services or supplies which represent appropriate medical care and
that are generally accepted by qualified professionals to be reasonable and
adequate for the diagnosis and treatment of illness, injury, pregnancy, and
mental disorders or that are reasonable and adequate for well-baby care.

Medical Supplies and Dressings (Consumables). Necessary medical or
surgical supplies (exclusive of durable medical equipment) that do not
withstand prolonged, repeated use and that are needed for the proper medical
management of a condition for which benefits are otherwise authorized under
CHAMPUS, on either an inpatient or outpatient basis. Examples include
disposable syringes for a diabetic, colostomy sets, irrigation sets, and ace
bandages.

Medicare. Those medical benefits authorized under Title XVIII of the
Social Security Act (reference (h)) provided to persons 65 or older, certain
disabled persons, or persons with chronic renal disease, through a national
program administered by the DHHS, Health Care Financing Administration,
Medicare Bureau.

Mental Disorder. For purposes of the payment of CHAMPUS benefits, a
mental disorder is a nervous or mental condition that involves a clinically
significant behavioral or psychological syndrome or pattern that is
associated with a painful symptom, such as distress, and that impairs a
patient's ability to function in one or more major life activities.
Additionally, the mental disorder must be one of those conditions listed in
the DSM-III.

Mental Health Counselor. An extramedical individual provider who meets
the requirements outlined in Chapter 6 of this Regulation.

Mental Health Therapeutic Absence. A therapeutically planned absence
from the inpatient setting. The patient is not discharged from the facility
and may be away for periods of several hours to several days. The purpose of
the therapeutic absence is to give the patient an opportunity to test his or
her ability to function outside the inpatient setting before the actual
discharge.

Mental Retardation. Subnormal general intellectual functioning
associated with impairment of either learning and social adjustment or
maturation, or both. The diagnostic classification of moderate and severe
mental retardation relates to intelligence quotient (IQ) as follows:

I. Moderate. Modetate mental retardation IQ 36-51.
2. Severe. Severe mental retardation IQ 3i and under.
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Missing in Action (MIA). A battle casualty whose whereabouts and status
are unknown, provided the absence appears to be involuntary and the service
member is not known to be in a status of unauthorized absence. NOTE: Claims
for eligible CHAMPUS beneficiaries whose sponsor is classified as MIA are
processed as dependents of an active duty service member.

Morbid Obesity. The body weight is 100 pounds over ideal weight for
height and bone structure, according to the most current Metropolitan Life
Table, and such weight is in association with severe medical conditions known
to have higher mortality rates in association with morbid obesity; or, the
body weight is 200 percent or more of the ideal weight for height and bone
structure according to the most current Metropolitan Life Table. The
associated medical conditions are diabetes mellitus, hypertension,
cholecystitis, narcolepsy, pickwickian syndrome (and other severe respiratory
diseases), hypothalmic disorders, and severe arthritis of the weight-bearing
joints.

Most-Favored Rate. The lowest usual charge to any individual or
third-party payer in effect on the date of the admission of a CHAMPUS
beneficiary.

Natural Childbirth. Childbirth without the use of chemical induction or
augmentation of labor or surgical procedures other than episiotomy or
perineal repair.

Naturopath. A person who practices naturopathy, that is, a drugless
system of therapy making use of physical forces such as air, light, water,
heat, and massage. NOTE: Services of a naturopath are not covered by
CHAMPUS.

Nonavailability Statement. A certification by a commander (or a
designee) of a Uniformed Services medical treatment facility recorded on DD
Form 1251, generally for the reason that the needed medical care being
requested by a CHAMPUS beneficiary cannot be provided at the facility
concerned because the necessary resources are not available.

Nonparticipating Provider. A hospital or other authorized institutional
provider, a physician or other authorized individual professional provider,
or other authorized provider that furnished medical services or supplies to a
CHAMPUS beneficiary, but who did not agree on the CHAMPUS claim form to
participate or to accept the CHAMPUS-determined allowable cost or charge as
the total charge for the services. A nonparticipating provider looks to the
beneficiary or sponsor for payment of his or her charge, not CHAMPUS. In
such cases, CHAMPUS pays the beneficiary or sponsor, not the provider.

North Atlantic Treaty Organization (NATO) Member. A military member of
an armed force of a foreign NATO nation who is on active duty and who, in
connection with official duties, is stationed in or passing through the
United States. The foreign NATO nations are Belgium, Canada, Denmark,
France, Federal Republic of Germany, Greece, Iceland, Italy, Luxemburg, the
Netherlands, Norway, Portugal, Spain, Turkey, and the United Kingdom.
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Official Formularies. A book of official standards for certain
pharmaceuticals and preparations that are not included in the U.S.
Pharmacopeia.

Optometrist (Doctor of Optometry). A person trained and licensed to
examine and test the eyes and to treat visual defects by prescribing and
adapting corrective lenses and other optical aids, and by establishing
programs of exercises.

Oral Surgeon (D.D.S. or D.M.D.). A person who has received a degree in
dentistry and who limits his or her practice to oral surgery, that is, that
branch of the healing arts that deals with the diagnosis and the surgical
correction and adjunctive treatment of diseases, injuries, and defects of the
mouth, the jaws, and associated structures.

Orthopedic Shoes. Shoes prescribed by an orthopedic surgeon to effect
changes in foot or feet position and alignment and which are not an integral
part of a brace.

Other Allied Health Professionals. Individual professional providers
other than physicians, dentists, or extramedical individual providers, as
specified in Chapter 6 of this Regulation.

Other Special Institutional Providers. Certain special institutional
providers, either inpatient or outpatient, other than those specifically
defined, that provide courses of treatment prescribed by a doctor of medicine
or osteopathy; when the patient is under the supervision of a doctor of
medicine or osteopathy during the entire course of the inpatient admission or

the outpatient treatment; when the type and level of care and services
rendered by the institution are otherwise authorized in this Regulation; when
the facility meets all licensing or other certification requirements that are
extant in the jurisdiction in which the facility is located geographically;
which is accredited by the Joint Commission on Accreditation if an
appropriate accreditation program for the given type of facility is
available; and which is not a nursing home, intermediate facility, halfway
house, home for the aged, or other institution of similar purpose.

Outpatient. A patient who has not been admitted to a hospital or other
authorized institution as an inpatient.

Ownership or Control Interest. For purposes of Chapter 9.F.l., a "person
with an ownership or control interest" is anyone who

1. Has directly or indirectly a 5 percent or more ownership interest in
the entity: or

2. Is the owner of a whole or part interest in any mortgage, deed of
trust, note, or other obligation secured (in whole or in part) by the entity
or any of the property or assets thereof, which whole or part interest is
equal to or exceeds 5 percent of the total property and assets of the entity:
or
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3. Is an officer or director of the entity if the entity is organized
as a corporation; or

4. Is a partner in the entity if the entity is organized as a
partnership.

Partial Hospitalization. A treatment setting capable of providing an
interdisciplinary program of medical therapeutic services at least 3 hours
per day, 5 days per week, which may embrace day, evening, night and weekend
treatment programs which employ an integrated, comprehensive and
complementary schedule of recognized treatment approaches. Partial
hospitalization is a time-limited, ambulatory, active treatment program that
offers therapeutically intensive, coordinated, and structured clinical
services within a stable therapeutic environment. Partial hospitalization is
an appropriate setting for crisis stabilization, treatment of partially
stabilized mental health disorders, and a transition from an inpatient
program when medically necessary. Such programs must enter into a
participation agreement with CHAMPUS, and be accredited and in substantial
compliance with the standards of the Mental Health Manual of the Joint
Commission on Accreditation of Healthcare Organizations (JCAHO) (formerly
known as the Consolidated Standards).

Participating Provider. A hospital or other authorized institutional
provider, a physician or other authorized individual professional provider,
or other authorized provider that furnished services or supplies to a CHAMPUS
beneficiary
and that submits a CHAMPUS claim form and accepts assignment of the CHAMPUS
determined allowable cost or charge as the total payment( even though less
than the actual charge), whether paid for fully by the CHAMPUS allowable
amount or requiring cost-sharing by the beneficiary (or sponsor). See
Chapter 6.A.8. for more information on the Participating Provider.

Party to a Hearing. An appealing party or parties and CHAMPUS.

Party to the Initial Determination. Includes CHAMPUS and also refers to
a CHAMPUS beneficiary and a participating provider of services whose
interests have been adjudicated by the initial determination. In addition, a
provider who has been denied approval as an authorized CHAMPUS provider is a
party to that initial determination, as is a provider who is disqualified or
excluded as an authorized provider under CHAMPUS, unless the provider is
excluded based on a determination of abuse or fraudulent practices or
procedures under another federal or federally funded program. See Chapter 10
for additional information concerning parties not entitled to administrative
review under the CHAMPUS appeals and hearing procedures.

Pastoral Counselor. An extramedical individual provider who meets the
requirements outlined in Chapter 6 of the Regulation.

Pharmacist. A person who is trained specially in the scientific basis of
pharmacology and who is licensed to prepare and sell or dispense drugs and
compounds and to make up prescriptions ordered by a physician.
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Physical Medicine Services or Physiatry Services. The treatment of
disease or injury by physical means such as massage, hydrotherapy, or heat.

Physical Handicap. A physical condition of the body that meets the
following criteria:

1. Duration. The condition is expected to result in death, or has
lasted, or with reasonable certainty is expected to last, for a minimum
period of 12 months, and

2. Extent. TiWe condition is of such severity as to preclude the
individual from engaging in substantially basic productive activities of
daily living expected of unimpaired persons of the same age group.

Physical Therapist. A person who is trained specially in the skills and
techniques of physical therapy (that is, the treatment of disease by physical
agents and methods such as heat, massage, manipulation, therapeutic exercise,
hydrotherapy, and various forms of energy such as electrotherapy and ultra-
sound), who has been authorized legally (that is, registered) to administer
reatments prescribed by a physician and who is entitled legally to use the
designation "Registered Physical Therapist." A physical therapist also may
be called a physiotherapist.

Physician. A person with a degree of Doctor of Medicine (M.D.) or Doctor
of Osteopathy (D.O.) who is licensed to practice medicine by an appropriate
authority.

Physician in Training. Interns, residents, and fellows participating in
approved postgraduate training programs and physicians who are not in
approved programs but who are authorized to practice only in a hospital or
other institutional provider setting, e.g., individuals with temporary or
restricted licenses, or unlicensed graduates of foreign medical schools.

Podiatrist (Doctor of Podiatry or Surgical Chiropody). A person who has
received a degree in podiatry (formerly called chiropody), that is, that
specialized field of the healing arts that deals with the study and care of
the foot, including its anatomy, pathology, and medical and surgical
treatment.

Preauthorization. A decision issued in writing by the Director,
OCHAMPUS, or a designee, that CHAMPUS benefits are payable for certain
services that a beneficiary has not yet received.

Prescription Drugs and Medicines. Drugs and medicines which at the time
of use were approved for commercial marketing by the U.S. Food and Drug
Administration, and which, by law of the United States, require a physician's
or dentist's prescription, except that it includes insulin for known
diabetics whether or not a prescription is required. Drugs grandfathered by
the Federal Food, Drug and Cosmetic Act of 1938 may be covered under CHAMPUS
as if FDA approved.
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NOTE: The fact that the U.S. Food and Drug Administration has
approved a drug for testing on humans would not qualify it
within this definition.

Preventive Care. Diagnostic and other medical procedures not related
directly to a specific illness, injury, or definitive set of symptoms, or
obstetrical care, but rather performed as periodic health screening, health
assessment, or health maintenance.

Primary Payer. The plan or program whose medical benefits are payable
first in a double coverage situation.

Private Duty (Special) Nursing Services. Skilled nursing services ren-
dered to an individual patient requiring intensive medical care. Such
private duty (special) nursing must be by an actively practicing registered
nurse (R.N.) or licensed practical or vocational nurse (L.P.N. or L.V.N.)
only when the medical condition of the patient requires intensive skilled
nursing services (rather than primarily providing the essentials of daily
living) and when such skilled nursing care is ordered by the attending
physician.

Private Room. A room with one bed that is designated as a private room
by the hospital or other authorized institutional provider.

Program for the Handicapped (PFTH). The special program set forth in
Chapter 5 of this Regulation, through which dependents of active duty members
receive supplemental benefits for the moderately or severely mentally
retarded and the seriously physically handicapped over and above those
medical benefits available under the Basic Program.

Progress notes. Progress notes are an essential component of the medical
record wherein health care personnel provide written evidence of ordered and
supervised diagnostic tests, treatments, medical procedures, therapeutic
behavior and outcomes. In the case of mental health care, progress notes
must include: the date of the therapy session; length of the therapy session;
a notation of the patient's signs and symptoms; the issues, pathology and
specific behaviors addressed in the therapy session; a statement summarizing
the therapeutic interventions attempted during the therapy session;
descriptions of the response to treatment, the outcome of the treatment, and
the response to significant others; and a statement summarizing the patient's
degree of progress toward the treatment goals. Progress notes do not need to
repeat all that was said during a therapy session but must document a patient
contact and be sufficiently detailed to allow for both peer review and audits
to substantiate the quality and quantity of care rendered.

Prosthetic Device (Prosthesis). An artificial substitute for a missing
body part.

Provider. A hospital or other institutional provider, a physician, or
other individual professional provider, or other provider of services or
supplies as specified in Chapter 6 of this Regulation.
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Provider Exclusion and Suspension. The terms "exclusion" and
"suspension", when referring to a provider under CHAMPUS, both mean the
denial of status as an authorized provider, resulting in items, services, or
supplies furnished by the provider not being reimbursed, directly or
indirectly, under CHAMPUS. The terms may be used interchangeably to refer to
a provider who has been denied status as an authorized CHAMPUS provider based
on 1) a criminal conviction or civil judgment involving fraud, 2) an
administrative finding of fraud or abuse under CHAMPUS, 3) an administrative
finding that the provider has been excluded or suspended by another agency of
the Federal Government, a state, or a local licensing authority, 4) an
administrative finding that the provider has knowingly participated in a
conflict of interest situation, or 5) an administrative finding that it is in
the best interests of the CHAMPUS or CHAMPUS beneficiaries to exclude or
suspend the provider.

Provider Termination. When a provider's status as an authorized CHAMPUS
provider is ended, other than through exclusion or suspension, based on a
finding that the provider does not meet the qualifications, as set forth in
Chapter 6 of this Regulation, to be an authorized CHAMPUS provider.

sychiatric Emergency. A psychiatric inpatient admission is an emergency
when, based on a psychiatric evaluation performed by a physician (or other
qualified mental health care professional with hospital admission authority),
the patient is at immediate risk of serious harm to self or others as a
result of a mental disorder and requires immediate continuous skilled
observation at the acute level of care.

Radiation Therapy Services. The treatment of diseases by x-ray, radium,
or radioactive isotopes when ordered by the attending physician.

Referral. The act or an instance of referring a CHAMPUS beneficiary to
another authorized provider to obtain necessary medical treatment. Under
CHAMPUS, only a physician may make referrals.

Registered Nurse. A person who is prepared specially in the scientific
basis of nursing, who is a graduate of a school of nursing, and who is regis-
tered for practice after examination by a state board of nurse examiners or
similar regulatory authority, who holds a current, valid license, and who is
entitled legally to use the designation R.N.

Representative. Any person who has been appointed by a party to the ini-
tial determination as counsel or advisor and who is otherwise eligible to
serve as the counsel or advisor of the party to the initial determination,
particularly in connection with a hearing.

Resident (Medical). A graduate physician or dentist who has an M.D. or
D.O. degree, or D.D.S. or D.M.D. degree, respectively, is licensed to
practice, and who chooses to remain on the house staff of a hospital to get
further training that will qualify him or her for a medical or dental
specialty.
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Residential Treatment Center (RTC). A facility (or distinct part of a
facility) which meets the criteria in Chapter 6.B.4.

Respite care. Respite care is short-term care for a patient in order to
provide rest and change for those who have been caring for the patient at
home, usually the patient's family.

Retiree. A member or former member of a Uniformed Service who is
entitled to retired, retainer, or equivalent pay based on duty in a Uniformed
Service.

Routine Eye Examinations. The services rendered in order to determine
the refractive state of the eyes.

Sanction. For purpose of Chapter 9, "sanction" means a provider
exclusion, suspension, or termination.

Secondary Payer. The plan or program whose medical benefits are payable
in double coverage situations only after the primary payer has adjudicated
the claim.

Semiprivate Room. A room containing at least two beds. If a room is
designated publicly as a semiprivate accommodation by the hospital or other
authorized institutional provider and contains multiple beds, it qualifies as
a semiprivate room for the purposes of CHAMPUS.

5 Skilled Nursing Facility. An institution (or a distinct part of an
institution) that meets the criteria as set forth in subsection B.4. of
Chapter 6 of this Regulation.

Skilled Nursing Service. A service that can only be furnished by an
R.N., or L.P.N. or L.V.N., and is required to be performed under the
supervision of a physician to ensure the safety of the patient and achieve
the medically desired result. Examples of skilled nursing services are
intravenous or intramuscular injections, levin tube or gastrostomy feedings,
or tracheotomy aspiration and insertion. Skilled nursing services are other
than those services that provide primarily support for the essentials of
daily living or that could be performed by an untrained adult with minimum
instruction or supervision.

Specialized Treatment Service Facility. A military or civilian medical
treatment facility specifically designated pursuant to Chapter 4, paragraph
A.10, to be a referral facility for certain highly specialized care. For
this purpose,a civilian medical treatment facility may be another federal
facility (such as a Department of Veterans Affairs hospital).

Special Tutoring. Teaching or instruction provided by a private teacher
to an individual usually in a private or separate setting to enhance the
educational development of an individual in one or more study areas.

p
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Spectacleq, Eyeglasses, and Lenses. Lenses, including contact lenses,
that help to correct faulty vision.

Sponsor. An active duty member, retiree, or deceased active duty member
or retiree, of a Uniformed Service upon whose status his or her dependents'
eligibility for CHAMPUS is based.

§pouse. A lawful wife or husband regardless of whether or not dependent
upon the active duty member or retiree.

Student Status. A dependent of a member or former member of a Uniformed
Service who has not passed his or her 23rd birthday, and is enrolled in a
full-time course of study in an institution of higher learning.

Suppliers of Portable X-Ray Services. A supplier that meets the condi-
tions of coverage of the Medicare program, set forth in the Medicare regu-
lations (reference (m)), or the Medicaid program in the state in which the
covered service is provided.

Surgery. Medically appropriate operative procedures, including related
preoperative and postoperative care; reduction of fractures and dislocations;
injection and needling procedures of the joints; laser surgery of the eye;
and those certain procedures listed in paragraph C.2.a. of Chapter 4 of this
Regulation.

Surgical Assistant. A physician (or dentist or podiatrist) who assists
the operating surgeon in the performance of a covered surgical service when
such assistance is certified as necessary by the attending surgeon, when the
type of surgical procedure being performed is of such complexity and
seriousness as to require a surgical assistant, and when interns, residents,
or other house staff are not available to provide the surgical assistance
services in the specialty area required.

Suspension of Claims Processing. The temporary suspension of processing
(to protect the government's interests) of claims for care furnished by a
specific provider (whether the claims are submitted by the provider or
beneficiary) or claims submitted by or on behalf of a specific CHAMPUS
beneficiary pending action by the Director, OCHAMPUS, or a designee, in a
case of suspected fraud or abuse. The action may include the administrative
remedies provided for in Chapter 9 or any other Department of Defense
issuance (e.g. DoD issuances implementing the Program Fraud Civil Remedies
Act), case development or investigation by OCHAMPUS, or referral to the
Department of Defense-Inspector General or the Department of Justice for
action within their cognizant jurisdictions.

Teaching Physician. A teaching physician is any physician whose duties
include providing medical training to physicians in training within a
hospital or other institutional provider setting.
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Timely Filing. The filing of CHAMPUS claims within the prescribed time
limits as set forth in Chapter 7 of this Regulation.

Treatment Plan. A detailed description of the medical care being
rendered or expected to be rendered a CHAMPUS beneficiary seeking approval
for inpatient benefits for which preauthorization is required as set forth in
section B. of Chapter 4 of this Regulation. A treatment plan must include,
at a minimum, a diagnosis (either ICD-9-CM or DSM-III); detailed reports of
prior treatment, medical history, family history, social history, and
physical examination; diagnostic test results; consultant's reports (if any);
proposed treatment by type (such as surgical, medical, and psychiatric); a
description of who is or will be providing treatment (by discipline or
specialty); anticipated frequency, medications, and specific goals of
treatment; type of inpatient facility required and why (including length of
time the related inpatient stay will be required); and prognosis. If the
treatment plan involves the transfer of a CHAMPUS patient from a hospital or
another inpatient facility, medical records related to that inpatient stay
also are required as a part of the treatment plan documentation.

Uniformed Services. The Army, Navy, Air Force, Marine Corps, Coast
Guard, Commissioned Corps of the USPHS, and the Commissioned Corps of the
NOAA.

Veteran. A person who served in the active military, naval, or air ser-
vice, and who was discharged or released therefrom under conditions other
than dishonorable.

NOTE: Unless the veteran is eligible for "retired pay," "retirement
pay," or "retainer pay," which refers to payments of a
continuing nature and are payable at fixed intervals from the
government for military service neither the veteran nor his or
her dependents are eligible for benefits under CHAMPUS.

Well-Baby Care. A specific program of periodic health screening, devel-
opmental assessment, and routine immunization for children from birth up to 2
years.

Widow or Widower. A person who was a spouse at the time of death of the
active duty member or retiree and who has not remarried.

Worker's Compensation Benefits. Medical benefits available under any
worker's compensation law (including the Federal Employees Compensation Act),
occupational disease law, employers liability law, or any other legislation
of similar purpose, or under the maritime doctrine of maintenance, wages, and
cure.

X-Ray Services. An x-ray examination from which an x-ray film or other
image is produced. ordered by the attending physician when necessary and
rendered in connection with a medical or surgical diagnosis or treatment of
an illness or injury, or in connection with maternity or well-baby care.
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on the same basis as the related maternity care for a period not to exceed 42
days following termination of the pregnancy and thereafter cost-shared on the
basis of the inpatient or outpatient status of the beneficiary when medically
necessary services and supplies are received.

17. Biofeedback Therapy. Biofeedback therapy is a technique by which a
person is taught to exercise control over a physiologic process occurring
within the body. By using modern biomedical instruments the patient learns
how a specific physiologic system within his body operates and how to modify
the performance of this particular system.

a. Benefits provided. CHAMPUS benefits are payable for services
and supplies in connection with electrothermal, electromyograph and
electrodermal biofeedback therapy when there is documentation that the
patient has undergone an appropriate medical evaluation, that their present
condition is not responding to or no longer responds to other forms of
conventional treatment, and only when provided as treatment for the following
conditions:

(1) Adjunctive treatment for Raynaud's Syndrome.

(2) Adjunctive treatment for muscle re-education of specific
muscle groups or for treating pathological muscle abnormalities of
spasticity, or incapacitating muscle spasm or weakness.

b. Limitations. Payable benefits include initial intake
evaluation. Treatment following the initial intake evaluation is limited to
a maximum of 20 inpatient and outpatient biofeedback treatments per calendar
year.

c. Exclusions. Benefits are excluded for biofeedback therapy for
the treatment of ordinary muscle tension states or for psychosomatic
conditions. Benefits are also excluded for the rental or purchase of
biofeedback equipment.

d. Provider requirements. A provider of biofeedback therapy must
be a CHAMPUS-authorized provider. (Refer to CHAPTER 6, "Authorized
Providers.") If biofeedback treatment is provided by other than a physician,
the patient must be referred by a physician.

e. Implementation Guidelines. The Director, OCHAMPUS, shall issue
guidelines as are necessary to implement the provisions of this paragraph.

18. Cardiac Rehabilitation. Cardiac rehabilitation is the process by
which individuals are restored to their optimal physical, medical and
psychological status, after a cardiac event. Cardiac rehabilitation is often
divided into three phases. Phase I begins during inpatient hospitalization
and is managed by the patient's personal physician. Phase Ii is a medically
supervised outpatient program which begins following discharge. Phase III is
a lifetime maintenance program emphasizing continuation of physical fitness
with periodic followup. Each phase includes an exercise component, patient
education, and risk factor modification. There may be considerable variation
in program components, intensity and duration.
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a. Benefits Provided. CHAMPUS benefits are available on an
inpatient or outpatient basis for services and supplies provided in
connection with a cardiac rehabilitation program when ordered by a physician
and provided as treatment for patients who have experienced the following
cardiac events within the preceding twelve (12) months:

(1) Myocardial Infarction.

(2) Coronary Artery Bypass Graft.

(3) Coronary Angioplasty.

(4) Percutaneous Transluminal Coronary Angioplasty.

(5) Chronic Stable Angina (see limitations below).

b. Limitations. Payable benefits include separate allowance for
the initial evaluation and testing. Outpatient treatment following the
initial intake evaluation and testing is limited to a maximum of thirty-six
(36) sessions per cardiac event, usually provided 3 sessions per week for
twelve weeks. Patient's diagnosed with chronic stable angina are limited to
one treatment episode (36 sessions) in a calendar year.

c. Exclusions. Phase III cardiac rehabilitation lifetime
maintenance programs performed at home or in medically unsupervised settings
are not covered.

d. Providers. A provider of cardiac rehabilitation services must
be a CHAMPUS authorized hospital. (Refer to Chapter 6, "Authorized
Providers.") All cardiac rehabilitation services must be ordered by a
physician.

e. Payment. Payment for outpatient treatment will be based on an
all inclusive allowable charge per session. Inpatient treatment will be paid
based upon the reimbursement system in place for the hospital where the
services are rendered.

f. Implementation Guidelines: The Director of OCHAMPUS shall
issue guidelines as are necessary to implement the provisions of this
paragraph.

19. tHospice care. Hospice care is a program which provides an
integrated set of services and supplies designed to care for the terminally
ill. This type of care emphasizes palliative care and supportive services,
such as pain control and home care, rather than cure-orit-nted servi•ces
provided in institutions that are otherwise the primary focus under CHAMPUS.
The benefit provides coverage for a humane and sensible approach to care
during the last days of life for some terminally ill patients.

0
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a. Benefit coverage. CHAMPUS beneficiaries who are terminally ill
(that is, a life expectancy of six months or less if the disease runs its
normal course) will be eligible for the following services and supplies in
lieu of most other CHAMPUS benefits:

(1) Physician services.

(2) Nursing care provided by or under the supervision of a
registered professional nurse.

(3) Medical social services provided by a social worker who
has at least a bachelor's degree from a school accredited or approved by the
Council on Social Work Education, and who is working under the direction of a
physician. Medical social services include, but are not limited to the
following:

(a) Assessment of social and emotional factors related to
the beneficiary's illness, need for care, response to treatment, and
adjustment to care.

(b) Assessment of the relationship of the beneficiary's
medical and nursing requirements to the individual's home situation,
financial resources, and availability of community resources.

(c) Appropriate action to obtain available community
resources to assist in resolving the beneficiary's problem.

(d) Counseling services that are required by the
beneficiary.

(4) Counseling services provided to the terminally ill
individual and the family member or other persons caring for the individual
at home. Counseling, including dietary counseling, may be provided both for
the purpose of training the individual's family or other care-giver to
provide care, and for the purpose of helping the individual and those caring
for him or her to adjust to the individual's approaching death. Bereavement
counseling, which consists of counseling services provided to the
individual's family after the individual's death, is a required hospice
service but it is not reimbursable.

(5) Home health aide services furnished by qualified aides and
homemaker services. Home health aides may provide personal care services.
Aides also may perform household services to maintain a safe and sanitary
environment in areas of the home used by the patient. Examples of such
services are changing the bed or light cleaning and laundering essential to
the comfort and cleanliness of the patient. Aide services must be provided
under the general supervision of a registered nurse. Homemaker services may
include as'istance in personal care, maintenance of a safe and healthy
environment, and services to enable the individual to carry out the plan of
c:are. Qualifications for home health aides can be found in 42 C.F.R. section.484.36.
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(6) Medical appliances and supplies, including drugs and
biologicals. Only drugs that are used primarily for the relief of pain and
symptom control related to the individual's terminal illness are covered.
Appliances may include covered durable medical equipment, as well as other
self-help and personal comfort items related to the palliation or management
of the patient's condition while he or she is under hospice care. Equipment
is provided by the hospice for use in the beneficiary's home while he or she
is under hospice care. Medical supplies include those that are part of the
written plan of care. Medical appliances and supplies are included within
the hospice all-inclusive rates.

(7) Physical therapy, occupational therapy and speech-language
pathology services provided for purposes of symptom control or to enable the
individual to maintain activities of daily living and basic functional
skills.

(8) Short-term inpatient care provided in a Medicare
participating hospice inpatient unit, or a Medicare participating hospital,
skilled nursing facility (SNF) or, in the case of respite care, a
Medicaid-certified nursing facility that additionally meets the special
hospice standards regarding staffing and patient areas. Services provided in
an inpatient setting must conform to the written plan of care. Inpatient
care may be required for procedures necessary for pain control or acute or
chronic symptom management. Inpatient care may also be furnished to provide
respite for the individual's family or other persons caring for the
individual at home. Respite care is the only type of inpatient care that may
be provided in a Medicaid-certified nursing facility. The limitations on
custodial care and personal comfort items applicable to other CHAMPUS
services are not applicable to hospice care.

b. Core services. The hospice must ensure that substantially all
core services are routinely provided directly by hospice employees; i.e.,
physician services, nursing care, medical social services, and counseling for
individuals and care givers. Refer to paragraphs E.19.a.(1), E.19.a.(2),
E.19.a.(3), and E.19.a.(4) of this chapter.

c. Non-core services. While non-core services (i.e., home health
aide services, medical appliances and supplies, drugs and biologicals,
physical therapy, occupational therapy, speech-language pathology and
short-term inpatient care) may be provided under arrangements with other
agencies or organizations, the hospice must maintain professional management
of the patient at all times and in all settings. Refer to paragraphs
E.19.a.(5), E.19.a.(6), E.19.a.(7), and E.19.a.(8) of this chapter.

d. Availability of services. The hospice must make nursing
services, physician services, and drugs and biologicals routinely available
on a 24-hour basis. All other covered services must be made available on a
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. 24-hour basis to the extent necessary to meet the needs of individuals for
care that is reasonable and necessary for the palliation and management of
the terminal illness and related condition. These services must be provided
in a manner consistent with accepted standards of practice.

e. Periods of care. Hospice care is divided into distinct

periods/episodes of care. The terminally ill beneficiary may elect to
receive hospice benefits for an initial period of 90 days, a subsequent
period of 90 days, a second subsequent period of 30 days, and a final period
of unlimited duration.

f. Conditions for coverage. The CHAMPUS beneficiary must meet the
following conditions/criteria in order to be eligible for the hospice
benefits and services referenced in paragraph E.19.a. of this chapter.

(1) There must be written certification in the medical record
that the CHAMPUS beneficiary is terminally ill with a life expectancy of six
months or less if the terminal illness runs its normal course.

(a) Timing of certification. The hospice must obtain
written certification of terminal illness for each of the election periods
described in paragraph E.19.f.(2) of this chapter, even if a single election
continues in effect for two, three or four periods.

I Basic requirement. Except as provided in
paragraph E.19.f.(l)(a)2 of this chapter, the hospice must obtain the written
certification no later than two calendar days after the period begins.

2 Exception. For the initial 90-day period, if
the hospice cannot obtain the written certifications within two calendar
days, it must obtain oral certifications within two calendar days, and
written certifications no later than eight calendar days after the period
begins.

(b) Sources of certification. Physician certification is
required for both initial and subsequent election periods.

1 For the initial 90-day period, the hospice must
obtain written certification statements (and oral certification statements if
required under paragraph E.19.f.(l)(a)2 of this chapter) from:

a The individual's attending physician if the

individual has an attending physician; and

b The medical director of the hospice or the
physician member of the hospice interdisciplinary group.

2 For subsequent periods, the only requirement is
certification by one of the physicians listed in paragraph E.19.f.(l)(b)l b
of this section.
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(2) The terminally ill beneficiary must elect to receive
hospice care for each specified period of time; i.e., the two 90-day periods,
a subsequent 30-day period, and a final period of unlimited duration. If the
individual is found to be mentally incompetent, his or her representative may
file the election statement. Representative means an individual who has been
authorized under State law to terminate medical care or to elect or revoke
the election of hospice care on behalf of a terminally ill individual who is
found to be mentally incompetent.

(a) The episodes of care must be used consecutively;
i.e., the two 90-day periods first, then the 30-day period, followed by the
final period. The periuds of care may be elected separately at different
times.

(b) The initial election will continue through subsequent
election periods without a break in care as long as the individual remains in
the care of the hospice and does not revoke the election.

(c) The effective date of the election may begin on the
first day of hospice care or any subsequent day of care, but the effective
date cannot be made prior to the date that the election was made.

(d) The beneficiary or representative may revoke a
hospice election at any time, but in doing so, the remaining days of that
particular election period are forfeited and standard CHAMPUS coverage
resumes. To revoke the hospice benefit, the beneficiary or representative
must file a signed statement of revocation with the hospice. The statement
must provide the date that the revocation is to be effective. An individual
or representative may not designate an effective date earlier than the date
that the revocation is made.

(e) If an election of hospice benefits has been revoked,
the individual, or his or her representative may at any time file a hospice
election for any period of time still available to the individual, in
accordance with Chapter 4.E.19.f.(2).

(f) A CHAMPUS beneficiary may change, once in each
election period, the designation of the particular hospice from which he or
she elects to receive hospice care. To change the designation of hospice
programs the individual or representative must file, with the hospice from
which care has been received and with the newly designated hospice, a
statement that includes the following information:

1 The name of the hospice from which the
individual has received care and the name of the hospice from which he or she
plans to receive care.

2 The date the change is to be effective.
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0 (g) Each hospice will design and print its own election
statement to include the following information:

1 Identification of the particular hospice that
will provide care to the individual.

2 The individual's or representative's
acknowledgment that he or she has been given a full understanding of the
palliative rather than curative nature of hospice care, as it relates to the
individual's terminal illness.

3 The individual's or representative's
acknowledgment that he or she understands that certain other CHAMPUS services
are waived by the election.

4 The effective date of the election.

5 The signature of the individual or
representative, and the date signed.

(h) The hospice must notify the CHAMPUS contractor of the
initiation, change or revocation of any election.

(3) The beneficiary must waive all rights to other CHAMPUS
payments for the duration of the election period for:

(a) Care provided by any hospice program other than the
elected hospice unless provided under arrangements made by the elected
hospice; and

(b) Other CHAMPUS basic program services/benefits related
to the treatment of the terminal illness for which hospice care was elected,
or to a related condition, or that are equivalent to hospice care, except for
services provided by:

1 the designated hospice;

2 another hospice under arrangements made by the
designated hospice; or

3 an attending physician who is not employed by or
under contract with the hospice program.

(c) Basic CHAMPUS coverage will be reinstated upon
revocation of the hospice election.

(4) A written plan of care must be established by a member of
the basic interdisciplinary group assessing the patient's needs. This group
must have at least one physician, one registered professional nurse, one
social worker, and one pastoral or other counselor.
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(a) In establishing the initial plan of care the member
of the basic interdisciplinary group who assesses the patient's needs must
meet or call at least one other group member before writing the initial plan
of care.

(b) At least one of the persons involved in developing
the initial plan must be a nurse or physician.

(c) The plan must be established on the same day as the
assessment if the day of assessment is to be a covered day of hospice care.

(d) The other two members of the basic interdisciplinary
group -- the attending physician and the medical director or physician
designee -- must review the initial plan of care and provide their input to
the process of establishing the plan of care within two calendar days
following the day of assessment. A meeting of group members is not required
within this 2-day period. Input may be provided by telephone.

(e) Hospice services must be consistent with the plan of
care for coverage to be extended.

(f) The plan must be reviewed and updated, at intervals
specified in the plan, by the attending physician, medical director or
physician designee and interdisciplinary group. These reviews must be
documented in the medical records.

(g) The hospice must designate a registered nurse to
coordinate the implementation of the plan of care for each patient.

(h) The plan must include an assessment of the
individual's needs and identification of the services, including the
management of discomfort and symptom relief. It must state in detail the
scope and frequency of services needed to meet the patient's and family's
needs.

,5) Complete medical records and all supporting documentation
must be submitted to the CHAMPUS contractor within 30 days of the date of its
request. If records are not received within the designated time frame,
authorization of the hospice benefit will be denied and any prior payments
made will be recouped. A denial issued for this reason is not an initial
determination under Chapter 10, and is not appealable.

g. Appeal rights under hospice benefit. A beneficiary or provider
is entitled to appeal rights for cases involving a denial of benefits in
accordance with the provisions of this Chapter and Chapter 10.

F. BENEFICIARY OR SPONSOR LIABILITY

1. General. As stated in the introductory paragraph to this chapter,
the Basic Program is essentially a supplemental program to the Uniformed
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Services direct medical care system. To encourage use of the Uniformed
Services direct medical care system wherever its facilities are available and
appropriate, the Basic Program benefits are designed so that it is to the
financial advantage of a CHAMPUS beneficiary or sponsor to use the direct
medical care system. When medical care is received from civilian sources, a
CHAMPUS beneficiary is responsible for payment of certain deductible and
cost-sharing amounts in connection with otherwise covered services and
supplies. By statute, this joint financial responsibility between the
beneficiary or sponsor and CHAMPUS is more favorable for dependents of active
duty members than for other classes of beneficiaries.

2. Dependents of active duty__members of the Uniformed Services.
CHAMPUS beneficiary or sponsor liability set forth for dependents of active
duty members is as follows:

a. Annual fiscal year deductible for outpatient services and
supplies.

(1) For care rendered all eligible beneficiaries prior to
April 1, 1991, or when the active duty sponsor's pay grade is E-4 or below,
regardless of the date of care:

(a) Individual Deductible: Each beneficiary is
liable for the first fifty dollars ($50.00) of the CHAMPUS-determined
allowable amount on claims for care provided in the same fiscal year.

(b) Family Deductible: The total deductible amount
for all members of a family with the same sponsor during one fiscal year
shall not exceed one hundred dollars ($100.00).

(2) For care rendered on or after April 1, 1991, for all
CHAMPUS beneficiaries except dependents of active duty sponsors of pay grades
E-4 or below:

(a) Individual Deductible: Each beneficiary is
liable for the first one hundred and fifty dollars ($150.00) of the
CHAMPUS-determined allowable amount on claims for care provided in the same
fiscal year.

(b) Family Deductible: The total deductible amount
for all members of a family with the same sponsor during one fiscal year
shall not exceed three hundred dollars ($300.00).

(3) CHAMPUS-Approved Ambulatory Surgical Centers or
Birthing Centers. No deductible shall be applied to allowable amounts for
services or items rendered to active duty or authotized NATO dependents.

(4) Allowable Amount does not exceed Deductible Amount.
If fiscal year allowable amounts for two or more beneficiary members of a
family total less than $100.00 ($300.00 it 2.a.(2)(b) above applies), but
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none of the beneficiary members submit a claim for over $50.00 ($150.00 if
2.a.(2)(a) above applies), neither the family nor the individual deductible
will have been met and no CHAMPUS benefits are payable.

(5) For any family the outpatient deductible amounts will
be applied sequentially as the CHAMPUS claims are processed.

(6) If the fiscal year outpatient deductible under either
F.2.a.(l) or F.2.a.(2) above has been met by a beneficiary or a family
through the submission of a claim or claims to a CHAMPUS fiscal intermediary
in another geographic location from the location where a current claim is
being submitted, the beneficiary or sponsor must obtain a deductible
certificate from the CHAMPUS fiscal intermediary where the applicable
beneficiary or family fiscal year deductible was met. Such deductible
certificate must be attached to the current claim being submitted for
benefits. Failure to obtain a deductible certificate under such
circumstances will result in a second beneficiary or family fiscal year
deductible being applied. However, this second deductible may be reimbursed
once appropriate documentation, as described in this subparagraph F.2.a.(6),
is supplied to the CHAMPUS fiscal intermediary applying the second deductible
(refer to section A. of Chapter 7 of this Regulation).

(7) Notwithstanding the dates specified in paragraphs
F.2.a.(1) and (2), in the case of the dependents of active duty members of
rank E-5 or above with Persian Gulf conflict service, the deductible shall be
the amount specified in paragraph (1) for care rendered prior to October 1,
1991, and the amount specific in paragraph (2) for care rendered after
October 1, 1991. For purposes of the preceding sentence, a member with
Persian Gulf conflict service is a member who is, or was entitled to special
pay for hostile fire/imminent danger authorized by 37 U.S.C. 310, for
services in the Persian Gulf area in connection with Operation Desert Shield
or Operation Desert Storm.

b. Inpatient cost-sharinig. Dependents of active duty members of
the Uniformed Services or their sponsors are respciisibc L;; the payment of
the first $25 of the allowable institutional costs incurred with each covered
inpatient admission to a hospital or other authorized institutional provider
(refer to Chapter 6 of this Regulation), or the amount the beneficiary or
sponsor would have been charged had the inpatient care been provided in a
Uniformed Service hospital, whichever is greater.

NOTE: The Secretary of Defense (after consulting with the
Secretary of Health and Human Services and the Secre-
tary of Transportation) prescribes the fair charges
for inpatient hospital care provided through Uniformed
Services medical facilities. This determination is
made each fiscal year.
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(1) Inpatient cost-sharingpayable with each separate
inpatient admission. A separate cost-sharing amount (as described in this
subsection F.2.) is payable for each inpatient admission to a hospital or
other authorized institution, regardless of the purpose of the admission
(such as medical or surgical), regardless of the number of times the
beneficiary is admitted, and regardless of whether or not the inpatient
admissions are for the same or related conditions; except that successive
inpatient admissions shall be deemed one inpatient confinement for the
purpose of computing the inpatient cost-share payable, provided not more than
60 days have elapsed between the successive admissions. However,
notwithstanding this provision, all admissions related to a single maternity
episode shall be considered one confinement, regardless of the number of days
between admissions (refer to section B. of this chapter).

(2) Multiple family inpatient admissions. A separate
cost-sharing amount is payable for each inpatient admission, regardless of
whether or not two or more beneficiary members of a family are admitted at
the sametime or from the same cause (such as an accident). A separate
beneficiary inpatient cost-sharing amount must be applied for each separate
admission on each beneficiary member of the family.

(3) Newborn patient in his or her own right. When a
newborn infant remains as an inpatient in his or her own right (usually after
the mother is discharged), the newborn child becomes the beneficiary and
patient and the extended inpatient stay becomes a separate inpatient
admission. In such a situation, a new, separate inpatient cost-sharing
amount is applied. If a multiple birth is involved (such as twins or
triplets) and two or more newborn infants become patients in their own right,
a separate inpatient cost-sharing amount must be applied to the inpatient
stay for each newborn child who has remained as an inpatient in his or her
own right.

c. Outpatient cost-sharin~g. Dependents of active duty members of
the Uniformed Services or their sponsors are responsible for payment of 20
percent of the CHAMPUS-determined allowable cost or charge beyond the annual
fiscal year deductible amount (as described in paragraph F.2.a. of this
chapter) for otherwise covered services or supplies provided on an outpatient
basis by authorized providers.

d. Ambulato ry surgery. Notwithstanding the above provisions
pertaining to outpatient cost-sharing, dependents of active duty members of
the Uniformed Services or their sponsors are responsible for payment of $25
for surgical care that is authorized and received while in an outpatient
status and that has been designated in guidelines issued by the Director,
OCHAMPUS, or a designee.

e. psjychiatric partial hospitalization services. Institutional
and prorfessional services provided under the psychiatric partial
hiospitalization program authorized by paragraph B.10. of this chapter shall
be cost-shared as inpatient services.
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3. Retirees, dependents of retirees, dependents of deceased active dutO
members, and dependents of deceased retirees. CHAMPUS beneficiary liability
set forth for retirees, dependents of retirees, dependents of deceased active
duty members, and dependents of deceased retirees is as follows:

a. Annual fiscal year deductible for outpatient services or sup-
plies. The annual fiscal year deductible for otherwise covered outpatient
services or supplies provided retirees, dependents of retirees, dependents of
deceased active duty members, and dependents of deceased retirees, is the
same as the annual fiscal year outpatient deductible applicable to dependents
of active duty members of rank E-5 or above (refer to paragraph F.2.a.(l) or
(2) of this chapter).

b. Inpatient cost-sharing. Cost-sharing amounts for inpatient
services shall be as follows:

(1) Services subject to the CHAMPUS DRG-basedpayment
system. The cost-share shall be the lesser of an amount calculated by
multiplying a per diem amount for each day of the hospital stay except the
day of discharge or 25 percent of the hospital's billed charges. The per
diem amount shall be calculated so that total cost-sharing amounts for these
beneficiaries is equivalent to 25 percent of the CHAMPUS-determined allowable
costs for covered services or supplies provided on an inpatient basis by
authorized providers. The per diem amount shall be published annually by
CHAMPUS.

(2) Services subject to the mental health per diem
pAyment system. The cost-share is dependent upon whether the hospital is
paid a hospital-specific per diem or a regional per diem under the provisions
of subsection A.2. of Chapter 14. With respect to care paid for on the basis
of a hospital-specific per diem, the cost-share shall be 25Z of the
hospital-specific per diem amount. For care paid for on the basis of a
regional per diem, the cost share shall be the lower of a fixed daily amount
or 25Z of the hospital's billed charges. The fixed daily amount shall be 25Z
of the per diem adjusted so that total beneficiary cost-shares will equal 252
of total payments under tIe mental health per diem payment system. This
fixed daily amount shall be updated annually and published in the Federal
Register along with the per diems published pursuant to subparagraph
A.2.d.(2) of Chapter 14.

(3) Other services. For services exempt from the CHAMPUS
DRG-baseu payment system and the CHAMPUS mental health per diem payment
system and services provided by institutions other than hospitals, the
cost-share shall be 25% of the CHAMPUS-determined allowable charges.

c. Outpatient cost-sharing.

(1) For services other than ambulatory_ sur•ye•services.
Retirees, dependents of retirees, dependents of dereased active duty members,
and dependents of deceased retirees are responsible for payment of 25 percent
of the CHAMPUS-determined allowable costs or charges beyond the annual fiscal
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year deductible amount (as described in paragraph F.2.a. of this chapter) for
otherwise covered services or supplies provided on an outpatient basis by
authorized providers.

(2) For services subject to the ambulatory surgery
payment method. For services subject to the ambulatory surgery payment method
set forth in Chapter 14 D., of this regulation, the cost share shall be the
lesser of: 25 percent of the payment amount provided pursuant to Chapter
14.D.; or 25 percent of the center's billed charges.

d. Psychiatric partial hospitalization services. Institutional
and professional services provided under the psychiatric partial
hospitalization program authorized by paragraph B.10. of this chapter shall
be cost-shared as inpatient services.

4. Former spouses. CHAMPUS beneficiary liability set forth for former
spouses eligible under the provisions of paragraph B.2.b. of Chapter 3 is as
follows:

a. Annual fiscal year deductible for outpatient services or
supplies. An eligible former spouse is responsible for the payment of the
first $150 of the CHAMPUS-determined reasonable costs or charges for
otherwise covered outpatient services or supplies provided in any one fiscal
year. (Except for services re- ceived prior to April 1, 1991, the deductible
amount is $50.00). The former spouse cannot contribute to, nor benefit from,
any family deductible of the member or former member to whom the former
spouse was married or of any CHAMPUS-eligible children.

b. Inpatient cost-sharing. Eligible former spouses are responsible
for the payment of cost-sharing amounts the same as those required for
retirees, dependents of retirees, dependents of deceased active duty members,
and dependents of deceased retirees.

c. Outpatient cost-sharing. Eligible former spouses are
responsible for payment of 25 percent of the CHAMPUS-determined reasonable
costs or charges beyond the annual fiscal year deductible amount for
otherwise covered services or supplies provided on an outpatient basis by
authorized providers.

5. Cost-Sharing under the Military-Civilian Health Services Partnership
Program. Cost-sharing is dependent upon the type of partnership program
entered into, whether external or internal. (See section P. of Chapter 1,
for general requirements of the Military-Civilian Health Services Partnership
Program.)

a. External Partnership_ Agreement. Authorized costs associated
with the use of the civilian facility will be financed through CHAMPUS under
the normal cost-sharing and reimbursement procedures applicable under
CHAMPUS.
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b. Internal Partnership Agreement. Beneficiary cost-share under
internal agreements will be the same as charges prescribed for care in
military treatment facilities.

6. Amounts over CHAMPUS-determined allowable costs or charges. It is
the responsibility of the CHAMPUS fiscal intermediary to determine allowable
costs for services and supplies provided by hospitals and other institutions
and allowable charges for services and supplies provided by physicians, other
individual professional providers, and other providers. Such
CHAMPUS-determined allowable costs or charges are made in accordance with the
provisions of Chapter 14. All CHAMPUS benefits, including calculation of the
CHAMPUS or beneficiary cost-sharing amounts, are based on such
CHAMPUS-determined allowable costs or charges. The effect on the beneficiary
when the billed cost or charge is over the CHAMPUS-determined allowable
amount is dependent upon whether or not the applicable claim was submitted on
a participating basis on behalf of the beneficiary or submitted directly by
the beneficiary on a nonparticipating basis and on whether the claim is for
inpatient hospital services subject to the CHAMPUS DRG-based payment system.
This provision applies to all classes of CHAMPUS beneficiaries.

NOTE: When the provider "forgives" or "waives" any beneficiary liability,
such as amounts applicable to the annual fiscal year deductible for
outpatient services or supplies, or the inpatient or outpatient
cost-sharing as previously set forth in this section, the
CHAMPUS-determined allowable charge or cost allowance (whether
payable to the CHAMPUS beneficiary or sponsor, or to a participating
provider) shall be reduced by the same amount.

a. Participatingnjroviders. There are several circumstances under
which institutional and individual providers may be Participating Providers,
either on a mandatory basis or a voluntary basis. See Chapter 6, A.8. A
Participating Provider, whether participating for all claims or on a
claim-by-claim basis, must accept the CHAMPUS-determined allowable amount as
payment in full for the medical services or supplies provided, and must
accept the amount paid by CHAMPUS or the CHAMPUS payment combined with the
cost-sharing and deductible amounts paid by or on behalf of the beneficiary
as payment in full for the covered medical services or supplies. Therefore,
whpn costs or charges are submitted on a participating basis, the patient is
not obligated to pay any amounts disallowed as being over the
CHAMPUS-determined allowable cost or charge for authorized services or
supplies.

b. Nonplarticipting providers. Nonparticipating providers are
those providers who do not agree on the CHAMPUS claim form to participate and
thereby do not agree to accept the CHAMPUS-determined allowable costs or
charges as the full charge. For otherwise covered services and supplies
provided by such nonparticipating CHAMPUS providers, payment is made directly
to the beneficiary or sponsor and the beneficiary is liable under applicable
law for any amounts over the CHAMPUS-determined allowable costs or charges.
CHAMPUS shall have no responsibility for any amounts over allowable costs or
charges as determined by CHAMPUS.
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7. (Reserved]

8. Cost-sharing for services provided under special discoun
arrangements.

a. General rule. With respect to services determined by the
Director, OCHAMPUS (or designee) to be covered by Chapter 14, section I., the
Director, OCHAMPUS (or designee) has authority to establish, as an exception
to the cost-sharing amount normally required pursuant to this chapter, a
different cost-share amount that appropriately reflects the application of
the statutory cost-share to the discount arrangement.

b. Specific applications. The following are examples of
applications of the general rule; they are not all inclusive.

(1) In the case of services provided by individual health care
professionals and other noninstitutional providers, the cost-share shall be
the usual percentage of the CHAMPUS allowable charge determined under Chapter
14, section I.

(2) In the case of services provided by institutional
providers normally paid on the basis of a pre-set amount (such as DRG-based
amount under Chapter 14, section A.l. or per-diem amount under Chapter 14,
section A.2.), if the discount rate is lower than the pre-set rate, the
cost-share amount that would apply for a beneficiary other than an active. duty dependent pursuant to the normal pre-set rate would be reduced by the
same percentage by which the pre-set rate was reduced in setting the discount
rate.

9. Waiver of deductible amounts or cost-sharing not allowed.

a. General rule. Because deductible amounts and cost sharing are
statutorily mandated, except when specifically authorized by law (as
determined by the Director, OCHAMPUS), a provider may not waive or forgive
beneficiary liability for annual deductible amounts or inpatient or
outpatient cost-sharing, as set forth in this chapter.

b. Exception for bad debts. This general rule is not violated in
cases in which a provider has made all reasonable attempts to effect
collection, without success, and determines in accordance with generally
accepted fiscal management standards that the beneficiary liability in a
particular case is an uncollectible bad debt.

c. Remedies for noncompliance. Potential remedies for
noncompliance with this requirement include:

(1) A claim for services regarding which the provider has
waived the beneficiary's liability may be disallowed in full, or,
alternatively, the amount payable for such a claim may be reduced by the
amount of the beneficiary liability waived.
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(2) Repeated noncompliance with this requirement is a
basis for exclusion of a provider.

G. EXCLUSIONS AND LIMITATIONS

In addition to any definitions, requirements, conditions, or limitations
enumerated and described in other chapters of this Regulation, the following
specifically are excluded from the Basic Program:

1. Not medically o__psychologi callyneces saK. Services and supplies
that are not medically or psychologically necessary for the diagnosis or
treatment of a covered illness (including mental disorder) or injury, for
the diagnosis and treatment of pregnancy, or for well-baby care except as
provided in the following paragraph.

2. Unnecessary diagnostic tests. X-ray, laboratory, and pathological
services and machine diagnostic tests not related to a specific illness or
injury or a definitive set of symptoms except for cancer screening
mammography and cancer screening papanicolaou (PAP) smears provided under the
terms and conditions contained in the guidelines adopted by the Director,
OCHAMPUS.

3. Institutional level of care. Services and supplies related to in-
patient stays in hospitals or other authorized institutions above the appro-
priate level required to provide necessary medical care.

4. Diagnostic admission. Services and supplies related to an inpatient
admission primarily to perform diagnostic tests, examinations, and procedures
that could have been and are performed routinely on an outpatient basis.

NOTE: If it is determined that the diagnostic x-ray, laboratory,
and pathological services and machine tests performed
during such admission were medically necessary and would
have been covered if performed on an outpatient basis,
CHAMPUS benefits may be extended for such diagnostic pro-
cedures only, but cost-sharing will be computed as if
performed on an outpatient basis.

5. UnnecessarypoStpartum inpatient stay, mother or newborn.
Postpartum inpatient stay of a mother for purposes of staying with the
newborn infant (usually primarily for the purpose of breast feeding the
infant) when the infant (but not the mother) requires the extended stay; or
continued inpatient stay of a newborn infant primarily for purposes of
remaining with the mother when the mother (but not the newborn infant)
requires extended postpartum inpatient stay.

6. Therapeutic absences. Therapeutic absences from an inpatient
facility, except when such absences are specifically included in a treatment
plan approved by the Director, OCHAMPUS, or a designee. For cost-sharing
provisions refer to Chapter 14, paragraph F.3.
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7. Custodial care. Custodial care regardless of where rendered, except
as otherwise specifically provided in paragraphs E.12.b., E.12.c. and E.12.d.
of this chapter.

8. Domiciliary care. Inpatient stays primarily for domiciliary care
purposes.

9. Rest or rest cures. Inpatient stays primarily for rest or rest
cures.

10. Amounts above allowable costs or charges. Costs of services and
supplies to the extent amounts billed are over the CHAMPUS determined
allowable cost or charge, as provided for in Chapter 14.

11. No legal obligation to pay, no charge would be made. Services or
supplies for which the beneficiary or sponsor has no legal obligation to pay;
or for which no charge would be made if the beneficiary or sponsor was not
eligible under CHAMPUS; or whenever CHAMPUS is a secondary payer for claims
subject to the CHAMPUS DRG-based payment system, amounts, when combined with
the primary payment, which would be in excess of charges (or the amount the
provider is obligated to accept as payment in full, if it is less than the
charges).

12. Furnished without charge. Services or supplies furnished without
clarge.

13. Furnished by local, state. or Federal Government. Services and
supplies paid for, or eligible for payment, directly or indirectly by a
local, state, or Federal Government, except as provided under CHAMPUS, or by
government hospitals serving the general public, or medical care provided by
a Uniformed Service medical care facility, or benefits provided under title
XIX of the Social Security Act (Medicaid) (reference (h)) (refer to Chapter 8
of this Regulation).

14. Study,__grant, or ressearch programs. Services and supplies provided
as a part of or under a scientific or medical study, grant, or research
program.

15. Not in accordance with accepted standards, experimental or
investigational. Services and supplies not provided in accordance with
accepted professional medical standards; or related to essentially
experimental or investigational procedures or treatment regimens.

16. Immediate family, household. Services or supplies provided or
prescribed by a member of the beneficiary's immediate family, or a person
living in the beneficiary's or sponsor's household.

17. Double coverage. Services and supplies that are (nr are eligible to
be) payable under another medical insurance or program, either private or
governmental, such as coverage through employment or Medicare (refer to
Chapter 8 of this Regulation).
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18. Nonavailability Statement required. Services and supplies provided 0
under circumstances or in geographic locations requiring a Nonavailability
Statement (DD Form 1251), when such a statement was not obtained.

19. Preauthorization required. Services or supplies which require
preauthorization if preauthorization was not obtained. Services and supplies
which were not provided according to the terms of the preauthorization. The
Director, OCHAMPUS, or a designee, may grant an exception to the requirement
for preauthorization if the services otherwise would be payable except for
the failure to obtain preauthorization.

20. Psychoanalysis or psychotherapy, part of education. Psychoanalysis
or psychotherapy provided to a beneficiary or any member of the immediate
family that is credited towards earning a degree or furtherance of the
education or training of a beneficiary or sponsor, regardless of diagnosis or
symptoms that may be present.

21. Runaways. Inpatient stays primarily to control or detain a runaway
child, whether or not admission is to an authorized institution.

22. Services or sujplies ordered by a court or other government aý1nc.
Services or supplies, including inpatient stays, directed or agreed to by a
court or other governmental agency. However, those services and supplies
(including inpatient stays) that otherwise are medically or psychologically
necessary for the diagnosis or treatment of a covered condition and that
otherwise meet all CHAMPUS requirements for coverage are not excluded.

23. Work-related (occupational) disease or injury. Services and
supplies required as a result of occupational disease or injury for which any
benefits are payable under a worker's compensation or similar law, whether or
not such benefits have been applied for or paid; except if benefits provided
under such laws are exhausted.

24. Cosmetic, reconstructive, or plastic surjery. Services and supplies
in connection with cosmetic, reconstructive, or plastic surgery except as
specifically provided in subsection E.8. of this chapter.

25. Suraery, _spcholo ical reasons. Surgery performed primarily for

psychological reasons (such as psychogenic).

26. Electrolysis.

27. Dental care. Dental care or oral surgery, except as specifically
provided in subsection E.10. of this chapter.

28. Obesity, weight reduction. Services and supplies related to obesity
or weight reduction whether surgical or nonsurgical; wiring of the jaw or any
procedure of similar purpose, regardless of the circumstances under which
performed; except that benefits may be provided for the gastric bypass,
gastric stapling, or gastroplasty procedures in connection with morbid
obesity as provided in subsection E.15. of this chapter.
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29. Transsexualism or such other conditions as gender dysphoria.
Services and supplies related to transsexualism or such other conditions as
gender dysphoria (including, but not limited, to intersex surgery,
psychotherapy, and prescription drugs), except as specifically provided in
subsection E.7. of this chapter.

30. Therapy or counseling for sexual dysfunctions or sexual
inadequacies.
Sex therapy, sexual advice, sexual counseling, sex behavior modification,
psychotherapy for mental disorders involving sex deviations (e.g.,
transvestic fetishism), or other similar services, and any supplies provided
in connection with therapy for sexual dysfunctions or inadequacies.

31. Corns, calluses, and toenails. Removal of corns or calluses or
trimming of toenails and other routine podiatry services, except those
required as a result of a diagnosed systemic medical disease affecting the
lower limbs, such as severe diabetes.

32. Dyslexia.

33. Surgi__cal sterilization, reversal. Surgery to reverse surgical
sterilization procedures.

34. Noncoital reproductive procedures including artificial insemination,
in-vitro fertilization, gamete intrafallopian transfer and all other such
reproductive technologies. Services and supplies related to artificial
insemination (includ" , semen donors and semen banks), in-vitro
fertilization, gamete intrafallopian transfer and all other noncoital
reproductive technologies.

35. Nonprescription contraceptives.

36. Tests to determine paternity or sex of a child. Diagnostic tests to
establish paternity of a child; or tests to determine sex of an unborn child.

37. Preventive care. Preventive care, such as routine, annual, or
employment requested physical examinations; routine screening procedures;
immunizations; except that the following are not excluded:

a. Well-baby care, including newborn examination, Phenylketonuria

(PKU) testing and newborn circumcision.

b. Rabies shots.

c. Tetanus shot following an accidental injury.

d. Rh immune globulin.

e. Genetic tests as specified in paragraph E.3.b. of this chapter.
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f. Immunizations and physical examinations provided when required
in the case of dependents of active duty military personnel who are traveling
outside the United States as a result of an active member's duty assignment
and such travel is being performed under orders issued by a Uniformed
Service.

g. Screening mammography for asymptomatic women 35 years of age
and older when provided under the terms and conditions contained in the
guidelines adopted by the Director OCHAMPUS.

h. Cancer screening papanicolaou (PAP) smear for women who are or
have been sexually active, and women 18 years of age and older under the
terms and conditions contained in the guidelines adopted by the Director,
OCHAMPUS.

38. Chiropractors and naturopaths. Services of chiropractors and
naturopaths whether or not such services would be eligible for benefits if
rendered by an authorized provider.

39. Counseling. Counseling services that are not medically necessary in
the treatment of a diagnosed medical condition; for example, educational
counseling, vocational counseling, nutritional counseling, counseling for
socio-economic purposes, diabetic self-education programs, stress management,
life style modification, etc. Services provided by a certified marriage and
family therapist, pastoral or mental health counselor in the treatment of a
mental disorder are covered only as specifically provided in Chapter 6.
Services provided by alcoholism rehabilitation counselors and certified
addiction counselors are covered only when rendered in a CHAMPUS-authorized
treatment setting and only when the cost of those services is included in the
facility's CHAMPUS-determined allowable cost-rate.

40. Acupuncture. Acupuncture, whether used as a therapeutic agent or as

an anesthetic.

41. Hair transplants, wigs, or hairpieces

NOTE: In accordance with Section 744 of the DoD Appropriation Act
for 1981 (reference (o)), CHAMPUS coverage for wigs or hair-
pieces is permitted effective December 15, 1980, under the
conditions listed below. Continued availability of benefits
will depend on the language of the annual DoD Appropriation
Acts.

a. Benefits provided. Benefits may be extended, in accordance
with the CHAMPUS-determined allowable charge, for one wig or hairpiece per
beneficiary (lifetime maximum) when the attending physician certifies that
alopecia has resulted from treatment of a malignant disease and the
beneficiary certifies that a wig or hairpiece has not been obtained
previously through the U.S. Government (including the Veterans
Administration).
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b. Exclusions. The wig cr hairpiece benefit does not include
coverage for the following:

(1) Alopecia resulting from conditions other than treatment of
malignant disease.

(2) Maintenance, wig or hairpiece supplies, or replacement of
the wig or hairpiece.

(3) Hair transplants or any other surgical procedure involving
the attachment of hair or a wig or hairpiece to the scalp.

(4) Any diagnostic or therapeutic method or supply intended to
encourage hair regrowth.

42. Education or training. Self-help, academic education or vocational
training services and supplies, unless the provisions of Chapter 4, paragraph
B.l.e., relating to general or special education, apply.

43. Exercise/Relaxation/Comfort Devices. Exercise equipment, spas,
whirlpools, hot tubs, swimming pools, health club membership or other such
charges or items.

44. Exercise. General exercise programs, even if recommended by a
physician and regardless of whether or not rendered by an authorized
provider. In addition, passive exercises and range of motion exercises also
are excluded, except when prescribed by a physician and rendered by a
physical therapist concurrent to, and as an integral part of, a comprehensive
program of physical therapy.

45. Audiologist,_speech therapist. Services of an audiologist or speech
therapist, except when prescribed by a physician and rendered as a part of
treatment addressed to the physical defect itself and not to any educational
or occupational deficit.

46. Vision care. Eye exercises or visual training (orthoptics).

47. Ege and hearipn&examinations. Eye and hearing examinations except
as specifically provided in paragraph C.2.p. of this chapter or except when
rendered in connection with medical or surgical treatment of a covered
illness or injury. Vision and hearing screening in connection with well-baby
care is not excluded.

48. Prosthetic devices. Prostheses, except artificial limbs and eyes,
or if an item is inserted surgically in the body as an integral part of a
surgical procedure. All dental prostheses are excluded, except for those
specifically required in connection with otherwise covered orthodontia
directly related to the surgical correction of a cleft palate anomaly.

49. Orthopedic shoes. Orthopedic shoes, arch supports, shoe inserts,
and other supportive devices for the feet, including special-ordered,
custom-made built-up shoes, or regular shoes later built up.
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50. Eyeglasses. Eyeglasses, spectacles, contact lenses, or other
optical devices, except as specifically provided under subsection E.6. of
this chapter.

51. Hearing aids. Hearing aids or other auditory sensory enhancing
devices.

52. services. Services or advice rendered by telephone or
other telephonic device, including remote monitoring, except for
transtelephonic monitoring of cardiac pacemakers.

53. Air conditioners, humidifiers, dehumidifiers, and purifiers.

54. Elevators or chair lifts.

55. Alterations. Alterations to living spaces or permanent features
attached thereto, even when necessary to accommodate in3tallation of covered
durable medical equipment or to facilitate entrance or exit.

56. Items of clothing or shoes, even if required by virtue of
an allergy (such as cotton fabric as against synthetic fabric and vegetable
dyed shoes).

57. Food, food substitutes. Food, food substitutes, vitamins, or other
nutritional supplements, including those related to prenatal care.

58. Enuresis. Eiiuritic devices; enuretic conditioning programs.

59. RESERVED.

60. Autopsy and postmortem.

61. Camping. All camping even though organized for a specific
therapeutic purpose (such as diabetic camp or a camp for emotionally
disturbed children), and even though offered as a part of an otherwise
covered treatment plan or offered through a CHAMPUS-approved facility.

62. Housekeeper, companion. Housekeeping, homemaker, or attendant
services; sitter or companion.

63. Noncovered condition, ýjnauthorized provider. All services and
supplies (including inpatient institutional costs) related to a noncovered
condition or treatment, or provided by an unauthorized provider.

64. Comfort or convenience. Personal, comfort, or convenience items
such as beauty and barber services, radio, television, and telephone.

65. "Stop smoking" programs. Services and supplies related to "stop
smoking" regimens.
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66. Megavitamin psychiatric therapy, orthomolecular psychiatric therapy.

67. Transportation. All transportation except by ambulance, as
specifically provided under section D. of this chapter, and except as
authorized in subsection E.5. of this chapter.

68. Travel. All travel even though prescribed by a physician and even
if its purpose is to obtain medical care, except as specified in subsection
A.6.of this chapter in connection with a CHAMPUS-required physical
examination.

69. Institutions. Services and supplies provided by other than a
hospital, unless the institution has been approved specifically by OCHAMPUS.
Nursing homes, intermediate care facilities, halfway houses, homes for the
aged, or institutions of similar purpose are excluded from consideration as
approved facilities under the Basic Program.

NOTE: In order to be approved under CHAMPUS, an institution
must, in addition to meeting CHAMPUS standards, provide
a level of care for which CHAMPUS benefits are payable.

70. Supkplemental diagnostic services. Diagnostic services including
clinical laboratory examinations, x-ray examinations, pathological
examinations, and machine tests that produce hard-copy results performed by
civilian providers at the request of the attending Uniformed Service medicalO Adepartment physician (active duty or civil service).

71. Supplemental consultations. Consultations provided by civilian
providers at the request of the attending Uniformed Services medical
department physician (active duty or civil service).

72. Inpatient mental health services. Effective for care received on or
after October 1, 1991, services in excess of 30 days in any fisca. year (or
in an admission), in the case of a patient nineteen years of age or older, 45
days in any fiscal year (or in an admission) in the case of a patient under
19 years of age, or 150 days in any fiscal year (or in an admission) in the
case of inpatient mental health services provided as residential treatment
care, unless coverage for such services is granted by a waiver by the
Director, OCHAMPUS, or a designee. In cases involving the day limitations,
waivers shall be handled in accordance with paragraphs B.8. or B.9. of this
chapter. For services prior to October 1, 1991, services in excess of 60
days in any calendar year unless additional coverage is granted by the
Director, OCHAMPUS, or a designee.

73. Economic interest in connection with mental health admissions.
Inpatient mental health services (including both acute care and RTC services)
are excluded for care received when a patient is referred to a provider of
such services by a physician (or other health care professional with
authority to admit) who has an economic interest in the facility to which the
patient is referred, unless a waiver is granted. Requests for waiver shall
be considered under the same procedure and based on the same criteria as used. for obtaining preadmission authorization (or continued stay authorization for
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emergency admissions), with the only additional requirement being that the
economic interest be disclosed as part of the request. The same
reconsideration and appeals procedures that apply to day limit waivers shall
also apply to decisions regarding requested waivers of the economic interest
exclusion. However, a provider may appeal a reconsidered determination that
an economic relationship constitutes an economic interest within the scope of
the exclusion to the same extent that a provider may appeal determinations
under paragraph 1.3., Chapter 15. This exclusion does not apply to services
under the Program for the Handicapped (Chapter 5 of this Regulation) or
provided as partial hospital care. If a situation arises where a decision is
made to exclude CHAMPUS payment solely on the basis of the provider's
economic interest, the normal CHAMPUS appeals process will be available.

74. Not specifically listed. Services and supplies not specifically
listed as a benefit in this Regulation. This exclusion is not intended to
preclude extending benefits for those services or supplies specifically
determined to be covered within the intent of this Regulation by the
Director, OCHAMPUS, or a designee, even though not otherwise listed.

NOTE: The fact that a physician may prescribe, order, recommend, or
approve a service or supply does not, of itself, make it
medically necessary or make the charge an allowable expense,
even though it is not listed specifically as an exclusion.

H. Payment and liability for certain potentially excludable services under
the Peer Review Organization program.

1. Applicability. This section provides special rules that apply only
to services retrospectively determined under the Peer Review Organization
(PRO) program (operated pursuant to Chapter 15) to be potentially excludable
(in whole or in part) from the Basic Program under section G. of this
chapter. Services may be excluded by reason of being not medically necessary
(subsection G.l.) at an inappropriate level (subsection G.3.) custodial care
(subsection G.7.) or other reason relative to reasonableness, necessity or
appropriateness (which services shall throughout the remainder of this
section, be referred to as "not medically necessary"). (Also throughout the
remainder of the section, "services" includes items and "provider" includes
supplier.) This section does not apply to coverage determinations made by
OCHAMPUS or the fiscal intermediaries which are not based on medical
necessity determinations made under the PRO program.

2. Payment for certain potentially excludable expenses. Services
determined under the PRO program to be potentially excludable by reason of
the exclusions in section G. of this chapter for not medically necessary
services will not be determined to be excludable if neither the beneficiAry
to whom the services were provided nor tihe provider (institutional or
individual) who furnished the services knew, or could reasonably have been
expected to know, that the services were subject to those exclusions.
Payment may be made for such services as if the exclusions did not apply.

3. Liability for certain excludable services. in any case in which
items or services are determined excludable by the PRO program by reason of
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. being not medically necessary and payment may not be made under subsection
H.2., above because the requirements of subsection H.2. are not met, the
beneficiary may not be held liable (and shall be entitled to a full refund
from the provider of the amount excluded and any cost-share amount already
paid) if:

a. The beneficiary did not know and could not reasonably have been
expected to know that the services were excludable by reason of being not
medically necessary; and

b. The provider knew or could reasonably have been expected to
know that the items or services were excludable by reason of being not
medically necessary.

4. Criteria for determining__that beneficiary knew or could reasonably
have been expected to have known that services were excludable. A
beneficiary who receives services excludable by reason of being not medically
necessary will be found to have known that the services were excludable if
the beneficiary has been given written notice that the services were
excludable or that similar or comparable services provided on a previous
occasion were excludable and that notice was given by the OCHAMPUS, CHAMPUS
PRO or fiscal intermediary, a group or committee responsible for utilization
review for the provider, or the provider who provided the services.

5. Criteria for determining that provider knew or could reasonab][y h'ave
been expected to have known that services were excludable. An institutional
or individual provider will be found to have known or been reasonably
expected to have known that services were excludable under this section under
any one of the following circumstances:

a. The PRO or fiscal intermediary had informed the provider that
the services provided were excludable or that similar or reasonably
comparable services were excludable.

b. The utilization review group or committee for an institutional
provider or the beneficiary's attending physician had informed the provider
that the services provided were excludable.

c. The provider had informed the beneficiary that the services
were excludable.

d. The provider had received written materials, including notices,
manual issuances, bulletins, guides, directives, or other materials,
providing notification of PRO screening criteria specific to the condition of
the beneficiary. Attending physicians who are members of the medical staff
of an institutional provider will be found to have also received written
materials provided to the institutional provider.

e. The services that are at issue are the subject of what are
generally considered acceptable standards of practice by the local medical
community.

f. Preadmission authorization was available but not requested, or
concurrent review requirements were not followed.
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(i) Professional staff. The center's professional staff is
legally and professionally qualified for the performance of their professional
responsibilities.

(j) Medical records. The center maintains full and complete
written documentation of the services rendered to each woman admitted and each
newborn delivered. A copy of the informed consent document required by
subparagraph (c), above, which contains the original signature of the CHAMPUS
beneficiary, signed and dated at the time of admission, must be maintained in the
medical record of each CHAMPUS beneficiary admitted.

(k) Quality assurance. The center has an organized program for
quality assurance which includes, but is not limited to, written procedures for
regularly scheduled evaluation of each type of service provided, of each mother or
newborn transferred to a hospital, and of each death within the facility.

(1) Governance and administration. The center has a governing
body legally responsible for overall operation and maintenance of the center and a
full-time employee who has authority and responsibility for the day-to-day
operation of the center.

1. Psychiatric partial hospitalization programs. Psychiatric partial
hospitalization programs must be either a distinct part of an otherwise authorized
institutional provider or a freestanding program. The treatment program must be
under the general direction of a psychiatrist employed by the partial
hospitalization program to ensure medication and physical needs of all the patients. are considered. The primary or attending provider must be a CHAMPUS authorized
mental health provider, operating within the scope of his/her license. These
categories include physicians, clinical psychologists, certified psychiatric nurse
specialists, clinical social workers, marriage and family counselors, pastoral
counselors and mental health counselors. CHAMPUS reimbursement is limited to
programs complying with all requirements of Chapter 4, paragraph B.10. In addition,
in order for a partial hospitalization program (PHP) to be authorized, the PHP
shall comply with the following requirements:

(1) The PHP shall comply with the CHAMPUS Standards for Partial
Hospitalization Programs and Facilities, as promulgated by the Director, OCHAMPUS.

(2) The PHP shall be specifically accredited by and remain in
substantial compliance with standards issued by the Joint Commission on
Accreditation of Healthcare Organizations under the Mental Health Manual (formerly
the Consolidated Standards). NOTE: A one-time grace period is being allowed not
to exceed October 1, 1994 for this provision only if the provider is already
accredited under the JCAHO hospital standards. The provider must agree not to
accept any new admissions for CHAMPUS patients for care beyond October 1. 1994. if
accreditation and substantial compliance with the Mental Health Manual standards
have not beein obtained by that date.

(3) The PHP shall be licensed as a partial hospitalization program
to provide PHP services within the applicable jurisdiction in which it operates.
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(4) The PHP shall accept the CHAMPUS-allowable partial
hospitalization program rate, as provided in Chapter 14, paragraph A.2.i., as
payment in full for services provided.

(5) The PHP shall comply with all requirements of this section
applicable to institutional providers generally concerning preauthorization,
concurrent care review, claims processing, beneficiary liability, double coverage,
utilization and quality review and other matters.

(6) The PHP must be fully operational and treating patients for a
period of at least six months (with at least 30 percent minimum patient census)
before an application for approval may be submitted. The PHP shall not be
considered a CHAMPUS-authorized provider nor may any CHAMPUS benefits be paid to
the facility for any services provided prior to the date the facility is approved
by the Director, OCHAMPUS, or designee.

(7) All mental health services must be provided by a

CHAMPUS-authorized mental health provider. (Exception: PHPs that employ
individuals with master's or doctoral level degrees in a mental health discipline
who do not meet the licensure, certification and experience requirements for a
qualified mental health provider but are actively working toward licensure or
certification, may provide services within the all-inclusive per diem rate but the
individual must work under the clinical supervision of a fully qualified mental
health provider employed by the PHP.] All other program services shall be provided
by trained, licensed staff.

(8) The PHP shall ensure the provision of an active family therapy
treatment component which assures that each patient and family participate at least
weekly in family therapy provided by the institution and rendered by a CHAMPUS
authorized mental health provider.

(9) The PHP must have a written agreement with at least one backup
CHAMPUS-authorized hospital which specifies that the hospital will accept any and
all CHAMPUS beneficiaries transferred for emergency mental health or
medicallsurgical care. The PHP must have a written emergency transport agreement
with at least one ambulance company which specifies the estimated transport time to
each backup hospital.

(10) The PHP shall enter into a participation agreement with the
Director, OCHAMPUS, which shall include but which shall not be limited to the
following provisions:

(a) The PHP agrees not to bill the beneficiary for services in
excess of the cost-share or services for which payment is disallowed for failurfe tý

comply with requirements for preauthorization or concurrent care review.

(b) The PHP agrees not to bill the beneficiary for servicp-7
excluded on the basis of Chapter 4, paragraphs G.1. (nut medically neceqsar-,ý '- .
(inappropriate level of care) or G.7. (custodial care). unless the beneficiary hv-
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. agreed in writing to pay for the care, knowing the specific care in question had
been determined noncovered by CHAMPUS. (A general statement signed at admission as
to financial liability does not fulfill this requirement.)

m. Hospice programs. Hospice programs must be Medicare approved and
meet all Medicare conditions of participation (42 CFR Part 418) in relation to
CHAMPUS patients in order to receive payment under the CHAMPUS program. A hospice
program may be found to be out of compliance with a particular Medicare condition
of participation and still participate in the CHAMPUS as long as the hospice is
allowed continued participation in Medicare while the condition of noncompliance is
being corrected. The hospice program can be either a public agency or private
organization (or a subdivision thereof) which:

(1) Is primarily engaged in providing the care and services
described under Section 199.4(e)(19) and makes such services available on a 24-hour
basis.

(2) Provides bereavement counseling for the immediate family or
terminally ill individuals.

(3) Provides for such care and services in individuals' homes, on an
outpatient basis, and on a short-term inpatient basis, directly or under
arrangements made by the hospice program, except that the agency or organization
must:

(a) Ensure that substantially all the core services are
routinely provided directly by hospice employees.

(b) Maintain professional management responsilility for all
services which are not directly furnished to the patient, regardless of the
location or facility in which the services are rendered.

(c) Provide assurances that the aggregate number of days of
inpatient care provided in any 12-month period does not exceed 20 percent of the
aggregate number of days of hospice care during the same period.

(d) Have an interdisciplinary group composed of the following
personnel who provide the care and services described under Chapter 4.E.19 and who
establish the policies governing the provision of such care/services:

1 a physician;

2 a registered professional nurse;

3 a social worker; and

4 a pastoral or other counselor.

(e) Maintain central clinical records on all patients.
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(f) Utilize volunteers. 10

(g) The hospice and all hospice employees must be licensed in
accordance with applicable Federal, State and local laws and regulations.

(h) The hospice must enter into an agreement with CHAMPUS in
order to be qualified to participate and to be eligible for payment under the
program. In this agreement the hospice and CHAMPUS agree that the hospice will:

1 Not charge the beneficiary or any other person for items
or services for which the beneficiary is entitled to have payment made under the
CHAMPUS hospice benefit.

2 Be allowed to charge the beneficiary for items or
services requested by the beneficiary in addition to those that ate covered under
the CHAMPUS hospice benefit.

(i) Meet such other requirements as the Secretary of Defense
may find necessary in the interest of the health and safety of the individuals who
are provided care and services by such agency or organization.

C. INDIVIDUAL PROFESSIONAL PROVIDERS OF CARE

1. General. Individual professional providers of care are those providers
who bill for their services on a fee-for-service basis and are not employed or

under a contract which provides for payment to the individual professional provider
by an institutional provider. This category also includes those individuals who
have formed professional corporations or associations qualifying as a domestic
corporation under section 301.7701-5 of the Internal Revenue Service Regulations
(reference (cc)). Such individual professional providers must be licensed or
certified by the local licensing or certifying agency for the jurisdiction in which
the care is provided; or in the absence of state licensure/certification, be a
member of or demonstrate eligibility for full clinical membership in, the
appropriate national or professional certifying association that sets standards for
the profession of which the provider is a member. Services provided must be in
accordance with good medical practice and prevailing standards of quality of care
and within recognized utilization norms.

a. Licensing/Certification required, scope of license. Otherwise
covered services shall be cost-shared only if the individual professional provider
holds a current, valid license or certification to practice his or'her profession
in the jurisdiction where the service is rendered. Licensure/certification must be
at the full clinical practice level. The services provided must be within the
scope of the license, certification or other legal authorization. Licensure or
certification is required to be a CHAMPUS authorized provider if offered in the
jurisdiction where the service is rendered, whether such licensure or certification
is required by law or provided on a voluntary basis. The requirement also applies
for those categories of providers that would otherwise be exempt by the state
because the provider is working in a non-profit, state-owned or church setting.
Licensure/certification is mandatory for a provider to become a CHAMPUS-authorized
provider.
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b. Monitoring required. The Director, OCHAMPUS, or a designee, shall. develop appropriate monitoring programs and issue guidelines, criteria, or norms
necessary to ensure that CHAMPUS expenditures are limited to necessary medical
supplies and services at the most reasonable cost to the government and
beneficiary. The Director, OCHAMPUS, or a designee, also will take such steps as
necessary to deter overutilization of services.

c. Christian Science. Christian Science practitioners and Christian
Science nurses are authorized to provide services under CHAMPUS. Inasmuch as they
provide services of an extramedical nature, the general criteria outlined above do
not apply to Christian Science services (refer to subparagraph C.3.d.(2), below,
regarding services of Christian Science practitioners and nurses).

d. Physician referral and supervision. Physician referral and
supervision is required for the services of paramedical providers as listed in
subparagraph C.3.c.8. and for pastoral counselors, and mental health counselors.
Physician referral means that the physician must actually see the patient, perform
an evaluation, and arrive at an initial diagnostic impression prior to referring
the patient. Documentation is required of the physician's examination, diagnostic
impression, and referral. Physician supervision means that the physician provides
overall medical management of the case. The physician does not have to be
physically located on the premises of the provider to whom the referral is made.
Communication back to the referring physician is an indication of medical
management.

e. Medical records: Individual professional providers must maintain
adequate clinical records to substantiate that specific care was actually
furnished, was medically necessary, and appropriate, and identify(ies) the
individual(s) who provided the care. This applies whether the care is
inpatient or outpatient. The minimum requirements for medical record
documentation are set forth by the following:

(1) The cognizant state licensing authority;

(2) The Joint Commission on Accreditation of Healthcare
Organizations, or other health care accreditation organizations as may be
appropriate;

(3) Standards of practice established by national medical
organizations; and

(4) This Regulation.

2. Interns and residents. Interns and residents may not be paid directly by
CHAMPUS for services rendered to a beneficiary when their services are provided as
part of their employment (either salaried or contractual) by a hospital or other
institutional provider.
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3. Types of providers. Subject to the standards of participation provisions
of this Regulation, the following individual professional providers of medical care
are authorized to provide services to CHAMPUS beneficiaries:

a. Physicians

(1) Doctors of Medicine. (M.D.).

(2) Doctors of Osteopathy (D.O.).

b. Dentists. Except for covered oral surgery as specified in section E.
of Chapter 4 of this Regulation, all otherwise covered services rendered by
dentists require preauthorization.

(1) Doctors of Dental Medicine (D.M.D.).

(2) Doctors of Dental Surgery (D.D.S.).

c. Other allied health professionals. The services of the following
individual professional providers of care are coverable on a fee-for-service basis
provided such services are otherwise authorized in thiL or other chapters of this
Regulation.

(1) Clinical psychologist. For purposes of CHAMPUS, a clinical
psychologist is an individual who is licensed or certified by the state for the
independent practice of psychology and:

(a) Possesses a doctoral degree in psychology from a regionallyW
accredited university; and

(b) Has had 2 years of supervised clinical experience in
psychological health services of which at least 1 year is post-doctoral and 1 year
(may be the post-doctoral year) is in an organized psychological health service
training program; or

(c) As an alternative to (a) and (b) above, is listed in the

National Register of Health Service Providers in Psychology (reference (ee)).

(2) Doctors of Optometry.

(3) Doctors of Podiatry or Surgical Chiropody.

(4) Certified nurse midwives.

(a) A certified nurse midwife may provide covered care
independent of physician referral and supervision, provided the nurse midwife is:
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1 Licensed, when required, by the local licensing agency
for the jurisdiction in which the care is provided; and

2 Certified by the American College of Nurse Midwives. To
receive certification, a candidate must be a registered nurse whi has completed
successfully an educational program approved by the American College of Nurse
Midwives, and passed the American College of Nurse Midwives National Certification
Examination.

(b) The services of a registered nurse who is not a certified
nurse midwife may be authorized only when the patient has been referred for care by
a licensed physician and a licensed physician provides continuing supervision of
the course of care. A lay midwife who is neither a certified nurse midwife nor a
registered nurse is not a CHAMPUS-authorized provider, regardless of whether the
services rendered may otherwise be covered.

(5) Certified nurse practitioner. Within the scope of applicable
licensure or certification requirements, a certified nurse practitioner may provide
covered care independent of physician referral and supervision, provided the nurse
practitioner is:

(a) A licensed, registered nurse; and

(b) Specifically licensed or certified as a nurse practitioner
by the state in which the care was provided, if the state offers such specific
licensure or certification; or

(c) Certified as a nurse practitioner (certified nurse) by a
professional organization offering certification in the speciality of practice, if
the state does not offer specific licensure or certification for nurse
practitioners.

(6) Certified Clinical Social Worker. A clinical social worker may
provide covered services independent of physician referral and supervision,
provided the clinical social worker:

(a) Is licensed or certified as a clinical social worker by the
jurisdiction where practicing; or, if the jurisdiction does not provide for
licensure or certification of clinical social workers, is certified by a national
professional organization offering certification of clinical social workers; and

(b) Has at least a master's degree in social work from a
graduate school of social work accredited by the Council on Social Work Education;
and
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(c) Has had a minimum of 2 years or 3,000 hours of post
master's degree supervised clinical social work practice under the supervision of a
master's level social worker in an appropriate clinical setting, as determined by
the Director, OCHAMPUS, or a designee.

NOTE: Patients' organic medical problems must receive appropriate
concurrent management by a physician.

(7) Certified psychiatric nurse specialist. A certified psychiatric
nurse specialist may provide covered care independent of physician referral and
supervision. For purposes of CHAMPUS, a certified psychiatric nurse specialist is
an individual who:

(a) Is a licensed, registered nurse; and

(b) Has at least a master's degree in nursing from a regionally
accredited institution with a specialization in psychiatric and mental health
nursing; and

(c) Has had at least 2 years of post-master's degree practice
in the field of psychiatric and mental health nursing, including an average of 8
hours of direct patient contact per week; or

(d) Is listed in a CHAMPUS-recognized, professionally
sanctioned listing of clinical specialists in psychiatric and mental health
nursing.

(8) Certified physician assistant. A physician assistant may
provide care under general supervision of a physician (see Chapter 14 G.l.c. for
limitations on ieimbursement). For purposes of CHAMPUS, a physician assistant must
meet the applicable state requirements governing the qualifications of physician
assistants and at least one of the following conditions:

(a) Is currently certified by the National Commission on
Certification of Physician Assistants to assist primary care physicians, or

(b) Has satisfactorily completed a program for preparing
physician assistants that:

1 Was at least 1 academic year in length;

2 Consisted of supervised clinical practice and at least 4
months (in the aggregate) of classroom instruction directed toward preparing
students to deliver health care; and

3 Was accredited by the American Medical Association's
Committee on Allied Health Education and Accreditation; or
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(c) Has satisfactorily completed a formal educational program
for preparing physician assistants that does not meet the requirements of
subparagraph (1)(b) of this paragraph and had been assisting primary care
physicians for a minimum of 12 months during the 18-month period immediately
preceding January 1, 1987.

(9) Other individual paramedical providers. The services of the
following individual professional providers of care to be considered for benefits
on a fee-for-service basis may be provided only if the beneficiary is referred by a
physician for the treatment of a medically-diagnosed condition and a physician must
also provide continuing and ongoing oversight and supervision of the program or
episode of treatment provided by these individual paramedical providers.

(a) Licensed registered nurses.

(b) Licensed practical or vocational nurses.

(c) Licensed registered physical therapists.

(d) Audiologists.

(e) Speech therapists (speech pathologists).

d. Extramedical individual providers. Extramedical individual
providers are those who do counseling or nonmedical therapy and whose training
and therapeutic concepts are outside the medical field. The services of
extramedical individual professionals are coverable following the CHAMPUS
determined allowable charge methodology provided such services are otherwise
authorized in this or other chapters of the regulation.

(1) Certified marriage and family therapists. For the purposes of
CHAMPUS, a certified marriage and family therapist is an individual who meets the
following requirements:

(a) Recognized graduate professional education with the
minimum of an earned master's degree from a regionally accredited educational
institution in an appropriate behavioral science field, mental health discipline;
and

(b) The following experience:

1 Either 200 hours of approved supervision in the
practice of marriage and family counseling, ordinarily to be completed in a 2- to
3-year period, of which at least 100 hours must be in individual supervision. This
supervision will occur preferably with more than one supervisor and should include
a continuous process of supervision with at least three cases: and

2 1,000 hours of clinical experience in the practice of
marriage and family counseling under approved supervision, involving at least 50
different cases; or
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3 150 hours of approved supervision in the practice
of psychotherapy, ordinarily to be completed in a 2- to 3-year period, of which at
least 50 hours must be individual supervision; plus at least 50 hours of approved
individual supervision in the practice of marriage and family counseling,
ordinarily to be completed within a period of not less than 1 nor more than 2
years; and

4 750 hours of clinical experience in the practice
of psychotherapy under approved supervision involving at least 30 cases; plus
at least 250 hours of clinical practice in marriage and family counseling
under approved supervision, involving at least 20 cases; and

(c) Is licensed or certified to practice as a marriage and
family therapist by the jurisdiction where practicing (see C.3.d.(4) of this
part for more specific information regarding licensure); and

(d) Agrees that a patients' organic medical problems must
receive appropriate concurrent management by a physician.

(e) Agrees to accept the CHAMPUS determined allowable charge as
payment in full, except for applicable deductibles and cost-shares, and hold
CHAMPUS beneficiaries harmless for noncovered care (i.e., may not bill a
beneficiary for noncovered care, and may not balance bill a beneficiary for
amounts above the allowable charge). The certified marriage and family
therapist must enter into a participation agreement with the Office of CHAMPUS
within which the certified marriage and family therapist agrees to all
provisions specified above.

(f) As of the effective date of termination, the certified
marriage and family therapist, will no longer be recognized as an authorized
provider under CHAMPUS. Subsequent to termination, the certified marriage and
family therapist may only be reinstated as an authorized CHAMPUS extramedical
provider by entering into a new participation agreement as a certified marriage
and family therapist.

(2) Pastoral counselors. For the purposes of CHAMPUS a pastoral
counselor is an individual who meets the following requirements:

(a) Recognized graduate professional education with the
minimum of an earned master's degree from a regionally accredited educational
institution in an appropriate behavioral science field, mental health discipline;
and

(b) The following experience:

1 Either 200 hours of approved supervision in the
practice of pastoral counseling. ordinarily to be completed in a 2- to 3-year
period, of which at least 100 hours must be in individual ;upervisinn.
This supervision will occur preferably with more than one supervisor
and should include a continuous process of supervision with at least
three cases; and
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2 1,000 hours of clinical experience in the practice of
pastoral counseling under approved supervision, involving at least 50 different
cases; or

3 150 hours of approved supervision in the practice of
psychotherapy, ordinarily to be completed in a 2- to 3-year period, of which at
least 50 hours must be individual supervision; plus at least 50 hours of
approved individual supervision in the practice of pastoral counseling, ordinarily
to be completed within a period of not less than 1 nor more than 2 years; and

4 750 hours of clinical experience in the practice
of psychotherapy under approved supervision involving at least 30 cases; plus
at least 250 hours of clinical practice in pastoral counseling under approved
supervision, involving at least 20 cases; and

(c) Is licensed or certified to practice by the jurisdiction
where practicing (see C.3.d.(4) of this part for more specific information
regarding licensure); and

(d) The services of a pastoral counselor meeting the above
requirements are coverable following the CHAMPUS determined allowable charge
methodology, under the following specified conditions:

1 The CHAMPUS beneficiary must be referred for therapy by a
physician; andA physician is providing ongoing oversight and supervision

of the therapy being provided; and

3 The pastoral counselor must certify on each claim for
reimbursement that a written communication has been made or will be
made to the referring physician of the results of the treatment. Such
communication will be made at the end of the treatment, or more frequently,
as required by the referring physician (refer to Chapter 7).

(e) Because of the similarity of the requirements for licensure,
certification, experience and education a pastoral counselor may elect to be
authorized under CHAMPUS as a certified marriage and family therapist, and as such,
be subject to all previously defined criteria for the certified marriage and
family therapist category, to include acceptance of the CHAMPUS determined
allowable charge as payment in full, except for applicable deductibles and
cost-shares, (i.e., balance billing of a beneficiary above the allowable charge
is prohibited; may not bill beneficiary for noncovered care). The pastoral
counselor must also agree to enter into the same participation agreement as a
r;ertified marriage and family therapist with the Office of CHAMPUS within which
the pastoral counselor agrees to all provisions, including licensure, national
aý3sociation membership and conditions upon termination. outlin-d above for
kPLLified marriage and family therapists.

NOTE: No dual status will be recognized by the Office of CHAMPUS.
Pastoral counselors must elect to become one of the categories of extramedical
ýHAMPUS providers specified above. Once authorized as either a pastoral counselor,

6-33

,Hirst Amendment (Ch 8, 2/15/95)



February 15, 1995
DoD 6010.8-R

or a certified marriage and family therapist, claims review and reimbursement will B
be in accordance with the criteria established for the elected provider category.

(3) Mental Health Counselor. For the purposes of CHAMPUS, a mental
health counselor is an individual who meets the following requirements:

(a) Minimum of a master's degree in mental health
counseling or allied mental health field from a regionally accredited
institution; and

(b) Two years of post-master's experience which
includes 3000 hours of clinical work and 100 hours of face-to-face supervision;
and

(c) Is licensed or certified to practice as a mental health
counselor by the jurisdiction where practicing (see C.3.d.(4) of this part for more
specfic information); and

(d) May only be reimbursed when:

1 The CHAMPUS beneficiary is referred for therapy by a
physician; and

2 A physician is providing ongoing oversight and supervision
of the therapy being provided; and

3 The mental health counselor certifies on each claim for
reimbursement that a written communication has been made or will be made to the
referring physician of the results of the treatment. Such communication will be
made at the end of the treatment, or more frequently, as required by the referring
physician (refer to Chapter 7).

(4) The following additional information applies to each of the above
categories of extramedical individual providers:

(a) These providers must also be licensed or certified to
practice as a certified marriage and family therapist, pastoral counselor or mental
health counselor by the jurisdiction where practicing. In jurisdictions that do
not provide for licensure or certification, the provider must be certified by or
eligible for full clinical membership in the appropriate national professional
association that sets standards for the specific profession.

(b) Grace period for therapists or counselors in states where
licensure/certification is optional. CHAMPUS is providing a grace period for those
therapists or counselors who did not obtain optional licensure/certification in
their jurisdiction, not realizing it was a CHAMPUS requirement for authorization.
The exemption by state law for pastoral counselors may have misled this group into
thinking licensure was not required. The same situation may have occurred with the
other therapist or counselor categories. This grace period pertains only to thI
licensure/certification requirement, applies only to therapists or counselors who
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are already approved as of October 29, 1990, and only in those areas where the
licensure/certification is optional. Any therapist or counselor
who is not licensed/certified in the state in which he/she is practicing by August
1, 1991, will be terminated under the provisions of Section 199.9 of this part.
This grace period does not change any of the other existing requirements which
remain in effect. During this grace period, membership or proof of eligibility for
full clinical membership in a recognized professional association is required for
those therapists or counselors who are not licensed or certified by the state. The
following organizations are recognized for therapists or counselors at the level
indicated: full clinical member of the American Association of Marriage and Family
Therapy; membership at the fellow or diplomate level of the American Association of
Pastoral Counselors; and membership in the National Academy of Certified Clinical
Mental Health Counselors. Acceptable proof of eligibility for membership is a
letter from the appropriate certifying organization. This opportunity for delayed
certification/licensure is limited to the counselor or therapist category only
as the language in all of the other provider categories has been consistent and
unmodified from the time each of the other provider categories were added. The
grace period does not apply in those states where licensure is mandatory.

(5) Christian Science practitioners and Christian Science nurses.
CHAMPUS cost shares the services of Christian Science pT3ctitioners and nurses. In
order to bill as such, practitioners or nurses must be listed or be eligible for
listing in the Christian Science Journal at the time the service is provided.

D. OTHER PROVIDERS

Certain medical supplies and services of an ancillary or supplemental nature
are coverable by CHAMPUS, subject to certain controls. This category of provider
includes the following:

1. Independent laboratory. Laboratory services of independent laboratories
may be cost-shared if the laboratory is approved for participation under Medicare
and certified by the Medicare Bureau, Health Care Financing Administration.

2. Suppliers of portable x-ray services. Such suppliers must meet the
conditions of coverage of the Medicare program, set forth in the Medicare
regulations (reference (h)), or the Medicaid program in that state in which the
covered service is provided.

3. Pharmacies. Pharmacies must meet the applicable requirements of state law
in the state in which the pharmacy is located.

4. Ambulance companies. Such companies must meet the requirements of state
and local laws in the jurisdiction in which the ambulance firm is licensed.

5. Medical equipment firms, medical supply firms. As determined by the
Director, OCHAMPUS, or a designee.

0
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6. Mammography Suppliers. Mammography services may be cost-shared only if
the supplier is certified by Medicare for participation as a mammography supplier,
or is certified by the American College of Radiology as having met its mammography
supplier standards.

E. IMPLEMENTING INSTRUCTIONS

The Director, OCHAMPUS, or a designee, shall issue CHAMPUS policies,
instructions, procedures, and guidelines, as may be necessary to implement the
intent of this chapter.

F. EXCLUSTON

Regardless of any provision in this chapter, a provider who is suspended,
excluded, •t terminated under Chapter 9 of this Regulation is specifically excluded
as an authorized CHAMPUS provider.

9o

6-36



Jul 91#
DoD 6010.8-R

CHAPTER 14

PROVIDER REIMBURSEMENT METHODS

TABLE OF CONTENTS

SECTION Page

A. Hospitals. 14-1
1. CHAMPUS DRG-based payment system. 14-1

a. General. 14-1
b. Applicability of the DRG system. 14-3
c. Determination of payment amounts. 14-6

2. CHAMPUS mental health per diem payment system. 14-13
a. Applicability of the mental health per diem

payment system. 14-13
b. Hospital-specific per diems for higher volume

hospitals and units. 14-14
c. Regional per diems for lower volume hospitals

and units. 14-14
d. Base period and update factors. 14-15
e. Higher volume hospitals. 14-15
f. Payment for hospital based professional

services. 14-16
g. Leave days. 14-17
h. Exemptions from the CHAMPUS mental health per

diem payment system. 14-17
i. Per diem payment for psychiatric partial

hospitalization services 14-17
3. Billed charges and set rates. 14-17a
4. CHAMPUS discount rates. 14-18

B. Skilled Nursing Facilities (SNFs). 14-18

C. Reimbursement for Other Than Hospitals and SNFs. 14-18

D. Payment of Institutional facility costs for ambulatory
Surgery. 14-18

E. Reimbursement of Birthing Centers. 14-18a

F. Reimbursement of Residential Treatment Centers. 14-19

G. Reimbursement of hospice programs. 14-21
1. National hospice rates. 14-21

a. Routine home care. 14-21
b. Continuous home care. 14-21
c. Inpatient respite care. 14-21
d. General inpatient cat-. i1-21
e. Date of discharge. 14-^'

14-i

#Fourth Amendment (Ch 8, 2/15/95)



Jul 91#
DoD 6010.8-R

SECTION Page

2. Use of Medicare rates. 14-22
3. Physician reimbursement. 14-22

a. Physician employed by, or contracted
with, the hospice. 14-22

b. Independent attending physician. 14-22
c. Voluntary services. 14-23

4. Unrelated medical treatment. 14-23
5. Cap amount. 14-23
6. Inpatient limitation. 14-24
7. Hospice reporting responsibilities. 14-24
8. Reconsideration of cap amount and inpatient limit. 14-25
9. Beneficiary cost-sharing. 14-25

H. Reimbursement of Individual Health-Care Professionals
and Other Non-Institutional Health-Care Providers. 14-26
1. ýAllowable charge method. 14-26
2. All-inclusive rate. 14-32
3. Alternative method. 14-32

I. Reimbursement Under the Military-Civilian Health
Services Partnership Program. 14-32
1. Reimbursement of institutional health care

providers. 14-33
2. Reimbursement of individual health-care

professionals and other non-institutional health
care providers. 14-33

J. Accommodation of Discounts Under Provider
Reimbursement Methods. 14-33
1. General rule. 14-33
2. Special applications. 14-33
3. Procedures. 14-33

K. Outside the United States. 14-34

L. Implementing Instructions. 14-34

14-ii

#Third Amendment (Ch 8, 2/15/95)



Jul 91#
DoD 6010.8-R

* G. Reimbursement of hosspqeý__programs. Hospice care will be reimbursed at one of
four predetermined national CHAMPUS rates based on the type and intensity of
services furnished to the beneficiary. A single rate is applicable for each d~y
of care except for continuous home care where payment is based on the number of
hours of care furnished during a 24-hour period. These rates will be adjusted
for regional differences in wages using wage indices for hospice care.

1. National hospice rates. CHAMPUS will use the national hospice rates for
reimbursement of each of the following levels of care provided by or under
arrangement with a CHAMPUS approved hospice program:

a. Routine home care. The hospice will be paid the routine home care
rate for each day the patient is at home, under the care of the hospice, and not
receiving continuous home care. This rate is paid without regard to the volume
or intensity of routine home care services provided on any given day.

b. Continuous home care. The hospice will be paid the continuous home
care rate when continuous home care is provided. The continuous home care rate
is divided by 24 hours in order to arrive at an hourly rate.

(1) A minimum of 8 hours of care must be provided within a 24-hour
day starting and ending at midnight.

(2) More than half of the total actual hours being billed for each
24-hour period must be provided by either a registered or licensed practical
nurse.

(3) Homemaker and home health aide services may be provided to
supplement the nursing care to enable the beneficiary to remain at home.

(4) For every hour or part of an hour of continuous care
furnished, the hourly rate will be reimbursed to the hospice up to 24 hours a
day.

c. Inpatient respite care. The hospice will be paid at the inpatient
respite care rate for each day on which the beneficiary is in an approved
inpatient facility and is receiving respite care.

(1) Payment for respite care may be made for a maximum of 5 days
at a time, including the date of admission but not counting the date of
discharge. The necessity and frequency of respite care will be determined by the
hospice interdisciplinary group with input from the patient's attending physician
and the hospice's medical director.

(2) Payment for the sixth and any subsequent days is to be made at
the routine home care rate.

d. General inpatient care. Payment at the inpatient rate will be made
when general inpatient, care is provided for pain control or acute or chronic
symptom management which cannot be managed in other settings. None of the other
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fixed payment rates (i.e., routine home care) will be applicable for a day on
which the patient receives general inpatient care except on the date of
discharge.

e. Date of discharge. Fur the day of discharge from an inpatient
unit, the appropriate home care rate is to be paid unless the patient dies as an
inpatient. When the patient is discharged deceased, the inpatient rate (general
or respite) is to be paid for the discharge date.

2. Use of Medicare rates. CHAMPUS will use the most current Medicare rates
to reimburse hospice programs for services provided to CHAMPUS beneficiaries. It
is CHAMPUS' intent to adopt changes in the Medicare reimbursement methodology as
they occur; e.g., Medicare's adoption of an updated, more accurate wage index.

3. Physician reimbursement. Payment is dependent on the physician's
relationship with both the beneficiary and the hospice program.

a. Physicians employed by, or contracted with, the hospice.

(1) Administrative and supervisory activities (i.e.,
establishment, review and updating of plans of care, supervising care and
services, and establishing governing policies) are included in the adjusted
national payment rate.

(2) Direct patient care services are paid in addition to the
adjusted national payment rate.

(a) Physician services will be reimbursed an amount
equivalent to 100 percent of the CHAMPUS' allowable charge; i.e., there will be
no cost-sharing and/or deductibles for hospice physician services.

(b) Physician payments will be counted toward the hospice cap
limitation.

b. Independent attending physician. Patient care services rendered by
an independent attending physician (a physician who is not considered employed by
or under contract with the hospice) are not part of the hospice benefit.

(1) Attending physician may bill in his/her own right.

(2) Services will be subject to the appropriate allowable charge
methodology.

(3) Reimbursement is not counted toward the hospice cap
limitation.

(4) Services provided by an independent attending physician must
be coordinated with any direct care services provided by hospice physicians.
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(5) The hospice must notify the CHAMPUS contractor of the name of
the physician whenever the attending physician is not a hospice employee.

c. Voluntary physician services. No payment will be allowed for
physician services furnished voluntarily (both physicians employed by, and under
contract with, the hospice and independent attending physicians). Physicians may
not discriminate against CHAMPUS beneficiaries; e.g., designate all services
rendered to non-CHAMPUS patients as volunteer and at the same time bill for
CHAMPUS patients.

4. Unrelated medical treatment. Any covered CHAMPUS services not related
to the treatment of the terminal condition for which hospice care was elected
will be paid in accordance with standard reimbursement methodologies; i.e.,
payment for these services will be subject to standard deductible and
cost-sharing provisions under the CHAMPUS. A determination must be made whether
or not services provided are related to the individual's terminal illness. Many
illnesses may occur when an individual is terminally ill which are brought on by
the underlying condition of the patient. For example, it is not unusual for a
terminally ill patient to develop pneumonia or some other illness as a result of
his or her weakened condition. Similarly, the setting of bones after fractures
occur in a bone cancer patient would be treatment of a related condition. Thus,
if the treatment or control of an upper respiratory tract infection is due to the
weakened state of the terminal patient, it will be considered a related. condition, and as such, will be included in the hospice daily rates.

5. Cap. amount. Each CHAMPUS-approved hospice program will be subject to a
cap on aggregate CHAMPUS payments from November 1 through October 31 of each
year, hereafter known as "the cap period.'

a. The cap amount will be adjusted annually by the percent of increase
or decrease in the medical expenditure category of the Consumer Price Index for
all urban consumers (CPI-U).

b. The aggregate cap amount (i.e., the statutory cap amount times the
nuimber of CHAMPUS beneficiaries electing hospice care during the cap period) will
be compared with total actual CHAMPUS payments made during the same cap period.

c. Payments in excess of the cap amount must be refunded by the
hospice program. The adjusted cap amount will be obtained from the Health Care
Financing Administration (HCFA) prior to the end of each cap period.

d. Calculation of the cap amount for a hospice which has not
participated in the program for an entire cap year (November 1 through October
31) will be based on a period of at least 12 months but no more than 23 months.
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For example, the first cap period for a hospice entering the program on October
1, 1994, would run from October 1, 1994 through October 31, 1995. Similarly, the
first cap period for hospice providers entering the program after November 1,
1993 but before November 1, 1994 would end October 31, 1995.

6. Inpatient limitation. During the 12-month period beginning November 1
of each year and ending October 31, the aggregate number of inpatient days, both
for general inpatient care and respite care, may not exceed 20 percent of the
aggregate total number of days of hospice care provided to all CHAMPUS
beneficiaries during the same period.

a. If the number of days of inpatient care furnished to CHAMPUS
beneficiaries exceeds 20 percent of the total days of hospice care to CHAMPUS
beneficiaries, the total payment for inpatient care is determined as follows:

(1) Calculate the ratio of the maximum number of allowable
inpatient days to the actual number of inpatient care days furnished by the
hospice to Medicare patients.

(2) Multiply this ratio by the total reimbursement for inpatient
care made by the CHAMPUS contractor.

(3) Multiply the number of actual inpatient days in excess of the
limitation by the routine home care rate.

(4) Add the amounts calculated in paragraphs G.6.a.(2) and (3) of
this section.

b. Compare the total payment for inpatient care calculated in
paragraph G.6.a.(4) above to actual payments made to the hospice for inpatient
care during the cap period.

c. Payments in excess of the inpatient limitation must be refunded by
the hospice program.

7. Hosjpice reporting responsibilities. The hospice is responsible for
reporting the following data within 30 days after the end of the cap period:

a. Total reimbursement received and receivable for services furnished
CHAMPUS beneficiaries during the cap period, including physician's services not
of an administrative or general supervisory nature.

b. Total reimbursement received and receivable for general inpatient
care and inpatient respite care furnished to CHAMPUS beneficiaries during the cap
period.

c. Total number of inpatient days furnished to CHAMPUS hospice
patients (both general inpatient and inpatient respite days) during the cap
period.
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d. Total number of CHAMPUS hospice days (both inpatient and home care)
*l during the cap period.

e. Total number of beneficiaries electing hospice care. The following
rules must be adhered to by the hospice in determining the number of CHAMPUS
beneficiaries who have elected hospice care during the period:

(1) The beneficiary must not have been counted previously in
either another hospice's cap or another reporting year.

(2) The beneficiary must file an initial election statement during
the period beginning September 28 of the previous cap year through September 27
of the current cap year in order to be counted as an electing CHAMPUS beneficiary
during the current cap year.

(3) Once a beneficiary has been included in the calculation of a
hospice cap amount, he or she may not be included in the cap for that hospice
again, even if the number of covered days in a subsequent reporting period
exceeds that of the period where the beneficiary was included.

(4) There will be proportional application of the cap amount when
a beneficiary elects to receive hospice benefits from two or more different
CHAMPUS-certified hospices. A calculation must be made to determine the
percentage of the patient's length of stay in each hospice relative to the total
length of hospice stay.

8. Reconsideration of cap amount and inpatient limit. A hospice0 dissatisfied with the contractor's calculation and application of its cap amount
and/or inpatient limitation may request and obtain a contractor review if the
amount of program reimbursement in controversy -- with respect to matters which
the hospice has a right to review -- is at least $1000. The administrative
review by the contractor of the calculation and application of the cap amount and
inpatient limitation is the only administrative review available. These
calculations are not subject to the appeal procedures set forth in Chapter 10.
The methods and standards for calculation of the hospice payment rates
established by CHAMPUS, as well as questions as to the validity of the applicable
law, regulations or CHAMPUS decisions, are not subject to administrative review,
including the appeal procedures of Chapter 10.

9. Beneficiary cost-sharing. There are no deductibles under the CHAMPUS
hospice benefit. CHAMPUS pays the full cost of all covered services for the
terminal illness, except for small cost-share amounts which may be collected by
the individual hospice for outpatient drugs and biologicals and inpatient respite
care.

a. The patient is responsible for 5 percent of the cost of outpatient
drugs or $5 toward each prescription, whichever is less. Additionally, the cost
of prescription drugs (drugs or biologicals) may not exceed that which a prudent
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buyer would. pay in similar circumstances; that is, a buyer who refuses to pay
more than the going price for an item or service and also seeks to economize by
minimizing costs.

b. For inpatient respite care, the cost-share for each respite care
day is equal to 5 percent of the amount CHAMPUS has estimated to be the cost of
respite care, after adjusting the national rate for local wage differences.

c. The amount of the individual cost-share liability for respite care
during a hospice cost-share period may not exceed the Medicare inpatient hospital
deductible applicable for the year in which the hospice cost-share period began.
The individual hospice cost-share period begins on the first day an election is
in effect for the beneficiary and ends with the close of the first period of 14

consecutive days on each of which an election is not in effect for the
beneficiary.

H. REIMBURSEMENT OF INDIVIDUAL HEALTH-CARE PROFESSIONALS AND OTHER
NON-INSTITUTIONAL HEALTH-CARE PROVIDERS

The CHAMPUS-determined reasonable charge (the amount allowed by CHAMPUS) for
the service of an individual health-care professional or other non-institutional
health-care provider (even if employed by or under contract to an institutional
provider) shall be determined by one of the following methodologies, that is,
whichever is in effect in the specific geographic location at the time covered
services and supplies are provided to a CHAMPUS beneficiary.

1. Allowable charge method.

a. Introduction

(1) In general. The allowable charge method is the preferred and
primary method for reimbursement of individual health care professionals and
other non-institutional health care providers (covered by 10 U.S.C. 1079(h)(1)).
The allowable charge for authorized care shall be the lower of the billed charge
or the local CHAMPUS Maximum Allowable Charge (CMAC) level.

(2) CHAMPUS Maximum Allowable Charge. Beginning in calendar year
1992, prevailing charge levels and appropriate charge levels will be
calculated on a national level. There will then be calculated a national CHAMPUS
Maximum Allowable Charge (CMAC) level for each procedure, which shall be the
lesser of the national prevailing charge level or the national appropriate charge
level. The national CMAC will then be adjusted for localities in accordance with
paragraph G.l.d., of this Chapter.

(3) Differential for Participating Providers. Beginning in
calendar year 1994, there shall be a differential in national and local CMACs
based on whether the provider is a participating provider or a nonparticipating

provider. The differential shall be calculated so that the CMAC for the
nonparticipating providers is 95 percent of the CMAC for the participating
providers. To assure the effectiveness of the several phase-in and waiver
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provisions set forth in paragraphs G.l.c., and G.l.d., of this Chapter,
beginning in calendar year 1994, there will first be calculated the national
and local CMACs for nonparticipating providers. For purposes of this
calculation, the identification of overpriced procedures
called for in pargagraph G.l.C.a., of this Chapter and the calculation of
appropriate charge levels for such overpriced procedures called for in
paragraph G.1.D.(2), of this Chapter shall use as the Medicare fee component of
the comparisons and calculations the fee level applicable to Medicare
nonparticipating providers, which is 95 percent of the basic fee level. After
nonparticipating provider local CMACs are calculated (including consideration
of special phase-in rules and waiver rules in paragraph G.l.d., of this
Chapter) participating provider local CMACs will be calculated so that
nonparticipating provider local CMACs are 95 percent of participating provider
local CMACs. (For more information on the Participating Provider Program, see
Chapter 6.A.8).

(4) Limits on balance billing_by_nonparticipating providers.
Nonparticipating providers may not balance bill a beneficiary an amount which
exceeds the applicable balance billing limit. The balance billing limit shall
be the same percentage as the Medicare limiting charge percentage for
nonparticipating physicians. The balance billing limit may be waived by the
Director, OCHAMPUS on a case-by-case basis if requested by the CHAMPUS
beneficiary (or sponsor) involved. A decision by the Director to waive or not
waive the limit in any particular case is not subject to the appeal and hearing
procedures of Chapter 10., of this regulation.

b. Prevailing charge level.

(1) Beginning in calendar year 1992, the prevailing charge level
shall be calculated on a national basis.

(2) The national prevailing charge level referred to in paragraph
G.l.b.(1) of this section is the level that does not exceed the amount
equivalent to the 80th percentile of billed charges made for similar services
during the base period. The 80th percentile of charges shall be determined on
the basis of statistical data and methodology acceptable to the Director,
OCHAMPUS (or a designee).

(3) For purposes of paragraph G.l.b.(2) of this section, the base
period shall be a period of 12 calendar months and shall be adjusted once a
year, unless the Director, OCHAMPUS determines that a different period for
adjustment is appropriate and publishes a notice to that effect in the Federal
Register.

c. Apprpqiate charge level. Beginning in calendar year 1992, the
appropriate charge level for each procedure is the product of the two-step
process set forth in paragraphs G.l.(c)(1) and (2) of this Chapter. This
process involves comparing the prior year's CMAC with the fully phased in
Medicare fee. For years after the Medicare fee has been fully phased in, the
comparison shall be to the current Medicare fee. For any particular procedure
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for which comparable Medicare fee and CHAMPUS data are unavailable, but for
which alternative data are available that the Director, OCHAMPUS (or designee)
determines provide a reasonable approximation of relative value or price, the
comparison may be based on such alternative data.

(1) Step 1: procedures classified. All procedures are

classified into one of three categories, as follows:

(a) 0verpriced procedures. These are the procedures for
which the prior year's national CMAC exceeds the Medicare fee.

(b) Otherprocedures. These are procedures subject to the
allowable charge method that are not included in either the overpriced
procedures group or the underpriced procedures group.

(c) UTndlerpriced procedures. These are the procedures for
which the prior year's national CMAC is less than the Medicare fee.

(2) Step 2: calculatingappropriate charge levels. For each
year, appropriate charge levels will be calculated by adjusting the prior
year's CMAC as follows:

(a) For overpriced procedures, the appropriate charge level
for each procedure shall be the prior year's CMAC, reduced by the lesser of:
the percentage by which it exceeds the Medicare fee or fifteen percent.

(b) For other procedures, the appropriate charge level for
each procedure shall be the same as the prior year's CMAC.

(c) For underpriced procedures, the appropriate charge
level for each procedure shall be the prior year's CMAC, increased by the
lesser of: the percentage by which it is exceeded by the Medicare fee or the
"edicare Economic Index.

c. Special rule for cases in which the CHAMPUS appropriate charge was
prematurely reduced. In any case in which a recalculation of the Medicare fee
results in a Medicare rate higher than the CHAMPUS appropriate charge for a
procedure that had been considered an overpriced procedure, the reduction in
the CHAMPUS appropriate charge shall be restored up to the level of the
recalculated Medicare rate.

d. Calculating CHAMPUS Maximum Allowable Charge levels for
localities.

(1) In general. The national CHAMPUS Maximum Allowable Charge
level for each procedure will be adjusted for localities using the same (or
similar) geographical areas and the same geographic adjustment factors as are
used for determining allowable charges under Medicare.

(2) Special locality-based phase-in provision.
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(a) In general. Beginning with the recalculation of CMACs
for calendar year 1993, the CMAC in a locality will not be less than 72.25
percent of the maximum charge level in effect for that locality on December 31,
1991. For recalculations of CMACs for calendar years after 1993, the CMAC in a
locality will not be less than 85 percent of the CHAC in effect for that
locality at the end of the prior calendar year.

(b) Exception. The special locality-based phase-in
provision established by Section G.l.d.(2)(a) of this Chapter shall not be
applicable in the case of any procedure code for which there were not CHAMPUS
claims in the locality accounting for at least 50 services.

(3) Special locality-based waivers of reductions to assure adequate
access to care. Beginning with the recalculation of CMACs for calendar year
1993, in the case of any procedure classified as an overpriced procedure
pursuant to section G.1.c.(1)(a) of this Chapter, a reduction in the CMAC in a
locality below the level in effect at the end of the previous calendar year
that would otherwise occur pursuant to sections G.l.c., and G.l.d., of this
Chapter may be waived pursuant to this section G.l.c.(3).

(a) Waiver based on balance billing r__ates. Except as provided
in section G.l.d.(3)(b) of this Chapter such a reduction will be waived if
there has been excessive balance billing in the locality for the procedure
involved. For this purpose, the extent of balance billing will be determined
based on a review of all services under the procedure code involved in the
prior year (or most recent period for which data are available). If the numberO of services for which balance billing was not required was less than 60 percent
of all services provided, the Director will determine that there was an
excessive balance billing with respect to that procedure in that locality and
will waive the reduction in the CMAC that would otherwise occur. A decision by
the Director to waive or not to waive the reduction is not subject to the
appeal and hearing procedures of Chapter 10 of this regulation.

(b) Exception. As an exception to section G.l.d.(3)(a) of this
Chapter, the waiver required by that section shall not be applicable in the
case of any procedure code for which there were not CHAMPUS claims in the
locality accounting for at least 50 services. A waiver may, however, be
granted in such cases pursuant to section G.l.d.(3)(c) of this Chapter.

(c) Waiver based on other evidence that adequate access to care
would be impaired. The Director, OCHAMPUS may waive a reduction that would
otherwise occur (or restore a reduction that was already taken) if the Director
determines that available evidence shows that the reduction would impair
adequate access. For this purpose, such evidence may include consideration of
the number of providers in the locality who provide the affected services, the
number of such providers who are CHAMPUS Participating Providers, the number of
CHAMPUS beneficiaries in the area, and other relevant factors. Providers or
beneficiaries in a locality may submit to the Director, OCHAMPUS a petition,
together with appropriate documentation regarding relevant factors, for a
determination that adequate access would be impaired. The Director, OCHAMPUS
will consider and respond to all such petitions. Petitions may be filed at any
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time. Any petition received by the date which is 120 days prior to the

implementation of a recalculation of CMACs will be assured of consideration
prior that implementation. The Director, OCHAMPUS may establish procedures for
handling petitions. A decision by the Director to waive or not to waive a
reduction is not subject to the appeal and hearing procedures of Chapter 10 of
this regulation.

e. Special rules for 1991.

(1) Prevailing charge levels for care provided on or after January
1, 1991, and before the 1992 prevailing charge levels take effect shall be the
same as those in effect on December 31, 1990, except that prevailing charge
levels for care provided on or after October 7, 1991 shall be those established
pursuant to this paragraph G.l.e. of this section.

(2) Appropriate charge levels will be established for each locality
for which a prevailing charge level was in effect immediately prior to October
7, 1991. For each procedure, the appropriate charge level shall be the
prevailing charge level in effect immediately prior to October 7, 1991,
adjusted as provided in G.l.e.(2)(a) through (c) of this section.

(a) For each overpriced procedure, the level shall be reduced by
fifteen percent. For this purpose, overpriced procedures are the procedures
determined by the Physician Payment Review Commission to be overvalued pursuant
to the process established under the Medicare program, other procedures
considered overvalued in the Medicare program (for which Congress directed
reductions in Medicare allowable levels for 1991), Ladiology procedures and
pathology procedures.

(b) For each other procedure, the level shall remain unchanged.
For this purpose, other procedures are procedures which are not overpriced
procedures or primary care procedures.

(c) For each primary care procedure, the level shall be adjusted
by the MEI, as the MEI is applied to Medicare prevailing charge lovels. For
this purpose, primary care procedures include maternity care and delivery
services and well baby care services.

f. Special transition rule for 1992.

(1) For purposes of calculating the national appropriate charge
levels for 1992, the prior year's appropriate charge level for each service
will be considered to be the level that does not exceed the amount equivalent
to the 80th percentile of billed charges made for similar services during the
base period of July 1, 1986 to June 30, 1987 (determined as under paragraph
G.l.b.(2) of this section), adjusted to calendar year 1991 based on the
adjustments made for maximum CHAMPUS prevailing charge levels through 1990 and
the application of paragraph G.l.e. of this section for 1991.

(2) The adjustment to calendar year 1991 of the product of
paragraph G.l.f.(l) of this section shall be as follows:
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(a) For procedures other than those described in paragraph
G.l.f.(2)(b) of this section, the adjustment to 1991 shall be on the same basis
as that provided under paragraph G.l.e. of this section.

(b) For any procedure that was considered an overpriced
procedure for purposes of the 1991 prevailing charge levels under paragraph
G.l.e. of this section for which the resulting 1991 prevailing charge level was
less than 150 percent of the Medicare converted relative value unit, the
adjustment to 1991 for purposes of the special transition rule for 1992 shall
be as if the procedure had been treated under paragraph G.l.e.(2)(b) of this
section for purposes of the 1991 prevailing charge level.

g. Adjustments and procedural rules.

(1) The Director, OCHAMPUS may make adjustments to the
appropriate charge levels calculated pursuant to paragraphs G.l.c. and G.l.e.
of this section to correct any anomalies resulting from data or statistical
factors, significant differences between Medicare-relevant information and
CHAMPUS-relevant considerations or other special factors that fairness requires
be specially recognized. However, no such adjustment may result in reducing an
appropriate charge level.

(2) The Director, OCHAMPUS will issue procedural instructions for
administration of the allowable charge method.

h. Clinical laboratory services. The allowable charge for clinical
diagnostic laboratory test services shall be calculated in the same manner as
allowable charges for other individual health care providers are calculated
pursuant to paragraphs G.l.a. through G.l.d. of this Chapter, with the
following exceptions and clarifications.

(1) The calculation of national prevailing charge levels, national
appropriate charge levels and national CMACs for laboratory services shall
begin in calendar year 1993. For purposes of the 1993 calculation, the prior
year year's national appropriate charge level or national prevailing charge
level shall be the level that does not exceed the amount equivalent to the 80th
percentile of billed charges made for similar services during the period July
1, 1991, through June 30, 1992 (referred to in this paragraph G.l.h. of this
Chapter as the "base period").

(2) For purposes of comparison to Medicare allowable payment
amounts pursuant to paragraph G.l.c. of this Chapter, the Medicare national
laboratory payment limitation amounts shall be used.

(3) For purposes of establishing laboratory service local CMACs
pursuant to paragraph G.1.d. of this Chapter, the adjustment factor shall equal
the ratio of the local average charge (standardized for the distribution
clinical laboratory services) to the national average charge for all clinical
laboratory services during the base period.
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(4) For purposes of a special locality-based phase-in provision
similar to that estasblished by paragraph G.l.d.(2) of this Chapter, the CMAC
in a locality will not be less than 85 percent of the maximum charge level in
effect for that locality during the base period.

i. The allowable charge for physician assistant services other than
assistant-at-surgery ma; not exceed 85 percent of the allowable charge for a
comparable service rendered by a physician performing the service in a similar
location. For cases in which the physician assistant and the physician perform
component services of a procedure other than assistant-at-surgery (e.g., home,
office or hospital visit), the combined allowable charge for the procedure may
not exceed the allowable charge for the procedure rendered by a physician
alone. The allowable charge for physician assistant services performed as an
assistant-at- surgery may not exceed 65 percent of the allowable charge for a
physician serving as an assistant surgeon when authorized as CHAMPUS benefits
in accordance with the provisions of Chapter 4 C.3.c. of this Part. Physician
assistant services must be billed through the employing physician who must be
an authorized CHAMPUS provider.

j. A charge that exceeds the CHAMPUS Maximum Allowable charge can be
determined to be allowable only when unusual circumstances or medical
complications justify the higher charge. The allowable charge may not exceed
the billed charge under any circumstances.

2. All-inclusive rate. Claims from individual health-care professional
providers for services rendered to CHAMPUS beneficiaries residing in an RTC
that is either being reimbursed on an all-inclusive per diem rate, or is
bilii,-g an all-inclusive per diem rate, shall be denied; with the exception of
independent health-care professionals providing geographically distant family
therapy to a family member residing a minimum of 250 miles from the RTC or
covered medical services related to a nonmental health condition rendered
outside the RTC. Reimbursement for individual professional services is
included in the rate paid the institutional provider.

3. Alternative method. The Director, OCHAMPUS, or a designee, may,
suhject to the approval of the ASD(HA), establish an alternative method of
reimbursement designed to produce reasonable control over health care costs and
to ensure a high level of acceptance of the CHAMPUS-determined charge by the
individial health-care professionals or other noninstitutional health-care
providets furnishing services and supplies to CHAMPUS beneficiaries.
Alternative methods may not result in reimbursement greater than the allowable
charge method above.

I. REIM!BURSEMENT UNDER THE MILITARY-CIVILIAN HEALTH SERVICES PARTNERSHIP
PROGRAM

Thp Militaty-Civilian Health Services Partnership Program, as authorized by
Sect-If 1096, Chapter 55, ritle 10, provides for the sharing of staff.

Jfplf-tit, and rpsources between the civilian and military health care system
in ,-dIr to achieve more effective, efficient, or economical health care for
authortized benefiliaries. Militaty treatment facility cominnndets. based upon 0
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O the authority provided by their respective Surgeons General of the military
departments, are responsible for entering into individual partnership
agreements only when they have determined specifically that use of the
Partnership Program is more economical overall to the Government than referring
the need for health care services to the civilian community under the normal
operation of the CHAMPUS Program. (See Section P. of Chapter 1, for general
requirements of the Partnership Program.)

1. Reimbursement of institutional health care providers. Reimbursement
of institutional health care providers under the Partnership Program shall be
on the same basis as non-Partnership providers.

2. Re im__bursement of individual health-care professionals and other
non-institutional health care providers. Reimbursement of individual health
care professional and other non-institutional health care providers shall be on
the same basis as non-Partnership providers as detailed in Section G. of this
chapter.

J. ACCOMMODATION OF DISCOUNTS UNDER PROVIDER REIMBURSEMENT METHODS

1. General rule. The Director, OCHAMPUS (or designee) has authority to
reimburse a provider at an amount below the amount usually paid pursuant to
this chapter when, under a program approved by the Director, the provider has
agreed to the lower amount.

2. Special applications. The foll,," in- 2 examples of applications of
the general rule; they are not all inclusi e.0

a. In the case of individual health care professionals and other
noninstitutional providers, if the discounted fee is below the provider's
normal billed charge and the prevailing charge level (see section G. of this
chapter), the discounted fee shall be the provider's actual billed charge and
the CIHAMPUS allowable charge.

1,. In the case of institutional providers normally paid on the basis
of a pre-set amount (such as DRG-based amount under subsection A.l. of this
chapter or per-diem amount under subsection A.2. of this chapter), if the
discount rate is lower than the pre-set rate, the discounted rate shall be the
CHAMPUS-determined allowable cost. This is an exception to the usual rule that
the pre-set rate is paid regardless of the institutional provider's billed
charges or other factors.

3. Procedures.

a. This section only applies when both the provider and the Director
have agreed to the discounted payment rate. The Director's agreement may be in
the context of approval of a program that allows for such discounts.

b. The Director of OCIAMUFPTIS may -t abl ish nniform terms, t onnit i-ns
and I Jmi tati.ons for this payment method in oider to avoid administ. rative
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K. OUTSIDE THE UNITED STATES

The Director, OCHAMPUS, or a designee, shall determine the appropriate
reimbursement method or methods to be used in the extensio," nf CHAMPUS benefits
for otherwise covered medical services or supplies provided by hospitals or
other institutional providers, physicians or other individual professional
providers, or other providers outside the United States.

L. IMPLEMENTING INSTRUCTIONS

The Director, OCHAMPUS, or a designee, shall issue CHAMPUS policies,
instructions, procedures, and guidelines, as may be necessary to implement the
intent of this chapter.
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0 CHAPTER 20
CONTINUED HEALTH CARE BENEFIT PROGRAM

A. PURPOSE.

The CHCBP is a premium based temporary health care coverage program that will be
available to qualified beneficiaries (set forth in paragraph D.I. of this section).
Medical coverage under this program will mirror the benefits offered via the basic
CHAMPUS program. Premium costs for this coverage are payable by enrollees to a
Third Party Administrator. The CHCBP is not part of the CHAMPUS program. However,
as set forth in this section, it functions under most of the rules and procedures of
CHAMPUS. Because the purpose of the CHCBP is to provide a continuation health care
benefit for DoD and the other Uniformed Services (e.g., NOAA, PHS, and the Coast
Guard) health care beneficiaries losing eligibility, it will be administered so that
it appears, to the maximum extent possible, to be part of CHAMPUS.

B. GENERAL PROVISIONS. Except for any provisions the Director, OCHAMPUS may
exclude, the general provisions of section 199.1 shall apply to the CHCBP as they do
to CHAMPUS.

C. DEFINITIONS. Except as may be specifically provided in this section, to the
extent terms defined in section 199.2 are relevant to the administration of the
CHCBP, the definitions contained in that section shall apply to the CHCBP as they do
to CHAMPUS.

* D. ELIGIBILITY AND ENROLLMENT.

1. Eligibility. Enrollment in the CHCBP is open to the following individuals:

(a) Members of Uniformed Services, who:

(1) Are discharged or released from active duty (or full time
National Guard duty), whether voluntarily or involunLarily, under other than adverse
conditions;

(2) Immediately preceding that discharge or release, were entitled to
medical and dental care under 10 U.S.C. 1074(a) (except in the case of a member
discharged or released from full-time National Guard duty); and,

(3) After that discharge or release and any period of transitional
health care provided under 10 U.S.C. 1145(a) would not otherwise be eligible for any
benefit under 10 U.S.C. chapter 55.

(b) A person who:

(1) Ceases to meet requirements for being considered an unmarried
dependent child of a member or former member of the armed forces under 10 U.S.C.
1072(2)(D);

(2) On the day before ceasing to meet those requirements. was ,oveted

under a health benefits plan under 10 U.S.C. chapter 55, or transitional heilth (,ip
under 10 U.S.C. 1145(a) as a dependent of the member or former member; and,
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(3) Would not otherwise be eligible for any benefits under 10 U.S.C
chapter 55.

(c) A person who:

(1) Is an unremarried former spouse of a member or former member of
the armed forces;

(2) On the day before the date of the final decree of divorce,
dissolution, or annulment was covered under a health benefits plan under 10 U.S.C.
chapter 55, or transitional health care under 10 U.S.C. chapter 58, section 1145(a)
as a dependent of the member or former member; and,

(3) Is not a dependent of the member or former member under 10 U.S.C.
1072, subparagraphs (F) or (G) or ends a one-year period of dependency under 10
U.S.C. 1072(2), subparagraph (h).

2. Effective date. Except for the special transitional provisions in
paragraph R. of this section, eligibility in the CHCBP is limited to individuals who
lost their entitlement to regular military health services system benefits on or
after October 1, 1994.

3. Notification of eligibility.

a. The Department of Defense and the other Uniformed Services (National
Oceanic and Atmospheric Administration (NOAA), Public Health Service (PHS), Coast
Guard) will notify persons eligible to receive health benefits under the CHCBP.

b. In the case of a member who becomes (or will become) eligible for
continued coverage, the Department of Defense shall notify the member of their
rights for coverage as part of preseparation counseling conducted under 10 U.S.C:
1142.

c. In the case of a child of a member or former member who becomes
eligible for continued coverage:

(1) The member or former member may submit to the Third Party
Administrator a notice of the child's change in status (including the child's name,
address, and such other information needed; and

(2) The Third Party Administrator, within 14 days after receiving
such information, will inform the child of the child's rights under section 1142.

d. In the case of a former spouse of a member or former member who
becomes eligible for continued coverage, the Third Party Administrator will notify
the individual of eligibility for CHCBP when he or she declares the change in
marital status to a military personnel office.

4. Election of coverage.
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a. In order to obtain continued coverage, written election by eligible
beneficiary must be made, within a prescribed time period. In the case of a member
discharged or released from active duty (or full time National Guard duty), whether
voluntarily or involuntarily; an unremarried spouse of a member or former member; or
a child emancipated from a member or former member, the written election shall be
submi':ted to the Third Party Administrator before the end of the 60-day period
beginning on the later of:

(1) The date of the discharge or release of the member from active
duty or full-time National Guard duty;

(2) The date on which the period of transitional health care
applicable to the member under 10 U.S.C. 1145(a) ends;

(3) In the case of an unremarried former spouse of a member or former
member, the date the one-year extension of dependency under 10 U.S.C. 1072(2)(H)
expires; or

(4) The date the member receives the notification of eligibility.

b. A member of the armed forces who is eligible - r enrollment under
paragraph (d)(1)(i) of this section may elect self-only or family coverage. Family. members who may be included in such family coverage are the spouse and children of
the member.

5. Enrollment. Enrollment in the Continued Health Care Benefit Program will be
accomplished by submission of an application to a Third Party Administrator (TPA).
Upon submittal of an application to the Third Party Administrator, the enrollee must
submit proof of eligibility.

a. One of the following types of evidence will validate eligibility for
care:

(1) A Defense Enrollment Eligibility Reporting System (DEERS)
printout which indicates the appropriate sponsor status and the sponsor's and
dependent's eligibility dates;

(2) A copy of a verified and approved DD Form 1172, "Application for
Uniformed Services Identification and Privilege Card";

(3) A front and back copy of a DD Form 1173, "Uniformed Services
Identification and Privilege Card" overstamped "TA' for Transition Assistance
Management Program; or

(4) A copy of a DD Form 214 - "Certificate of Release or Discharge
from \ctive Duty".

6. Period of coverage. CHCBP coverage may not extend beyond:

0
20-3



February 15, 1995

DoD 6010.8-R 0
a. For a member discharged or released from active duty (or full time

National Guard duty), whether voluntarily or involuntarily, the date which is 18
months after the date the member ceases to be entitled to care under 10 U.S.C.
1074(a) and any transitional care under 10 U.S.C. 1145.

b. In the case of an unmarried dependent child of a member or former
member, the date which is 36 months after the date on which the person first ceases
to meet the requirements for being considered an unmarried dependent child under 10
U.S.C 1072(2)(D).

c. In the case of an unremarried former spouse of a member or former
member, the date which is 36 months after the later of:

(1) The date on which the final decree of divorce, dissolution, or
annulment occurs; or

(2) If applicable, the date the one-year extension of dependency
under 10 U.S.C. 1072(2)(H) expires.

d. In the case of an unremarried former spouse of a member or former
member, whose divorce occurred prior to the end of transitional coverage, the period
of coverage under the CHCBP is unlimited, if:

(1) Has not remarried before the age of 55; and

(2) Was enrolled in the CHCBP as the dependent of an involuntarily
separated member during the 18-month period before the date of the divorce,
dissolution, or annulment; and

(3) Is receiving a portion of the retired or retainer pay of the
member or former member or an annuity based on the retainer pay of the member; or

(4) Has a court order for payment of any portion of the retired or
retainer pay; or

(5) Has a written agreement (whether voluntary or pursuant to a court
order) which provides for an election by tha member or former member to provide an
annuity to the former spouse.

e. For the beneficiary who becomes eligible for the Continued Health Care
Benefit Program by ceasing to meet the requirements for being considered an
unmarried dependent child of a member or former member, health care coverage may not
extend beyond the date which is 36 months after the date the member becomes
ineligible for medical and dental care under 10 U.S.C. 1074(a) and any transitional
health care under 10 U.S.C. 1145(a).

f. Though beneficiaries have sixty-days (60) to elect coverage under the
CHCBP, upon enrolling, the period of coverage must begin the day after entitlement
to a military health care plan (including transitional health care under section
1145(a)) ends.
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E. CHCBP BENEFITS.

1. In general. Except as provided in paragraph E.2. of this section, the
provisions of section 199.4 shall apply to the CHCBP as they do to CHAMPUS.

2. Exceptions. The following provisions of section 199.4 are not applicable to
the Continued Health Care Benefit Program:

a. Paragraph (a)(2) concerning eligibility:

b. All provisions regarding nonavailability statements or requirements to
use facilities of the Uniformed Services.

3. Beneficiary liability. For purposes of CHAMPUS deductible and cost sharing
requirements and catastrophic cap limits, amounts applicable to the categories of
beneficiaries to which the CHCBP enrollee last belonged shall continue. to apply,
except that for separating active duty members, amounts applicable to dependents of
active duty members shall apply.

F. AUTHORIZED PROVIDERS. The provisions of section 199.6 shall apply to the CHCBP
as they do to CHAMPUS.

G. CLAIMS SUBMISSION, REVIEW, AND PAYMENT. The provisions of section 199.7 shall
apply to the CHCBP as they do to CHAMPUS, except that no provisions regarding
nonavailability statements shall apply.

H. DOUBLE COVERAGE. The provisions of section 199.8 shall apply to the CHCBP as
they do to CHAMPUS.

I. FRAUD, ABUSE, AND CONFLICT OF INTEREST. Administrative remedies for fraud,
abuse and conflict of interest. The provisions of section 199.9 shall apply to the
CHCBP as they do to CHAMPUS.

J. APPEAL AND HEARING PROCEDURES. The provisions of section 199.10 shall apply to
the CHCBP as they do to CHAMPUS.

K. OVERPAYMENT RECOVERY. The provisions of section 199.11 shall apply to the
CHCBP as they do to CHAMPUS.

L. THIRD PARTY RECOVERIES. The provisions of section 199.12 shall apply to the
CHCBP as they do to CHAMPUS.

M. PROVIDER REIMBURSEMENT METHODS. The provisions of section 199.14 shall apply to
the CHCBP as they do to CHAMPUS.

N. PEER REVIEW ORGANIZATION PROGRAM. The provisions of section 199.15 shall apply
to the CHCBP as they do to CHAMPUS.

O 0. PREFERRED PROVIDER ORGANIZATION PROGRAMS AVAILABLE. Any preferred provider
organization program under this part that provides for reduced cost sharing for
using designated providers, such as the "TRICARE Extra" option under section 199.17.
shall be available to participants in the CHCBP as it is to CHAMPUS beneficiaries.
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P. SPECIAL PROGRAMS NOT APPLICABLE.

1. In general. Special programs established under this Part that are not part
of the basic CHAMPUS program established pursuant to 10 U.S.C. 1079 and 1086 are
not, unless specifically provided in this section, available to participants in the
CHCBP.

2. Examples. The special programs referred to in paragraph (p)(1) of this
section include:

a. The Program for the Handicapped under section 199.5;

b. The Active Duty Dependents Dental Plan under section 199.13;

c. The Supplemental Health Care Program under section 199.16; and

d. The TRICARE Enrollment Program under section 199.17, except for
TRICARE Extra program under that section.

3. Exemptions to the restriction. In addition to the provision to make
TRICARE Extra available to CHCBP beneficiaries, the following two demonstration
projects are also available to CHCBP enrollees:

a. Home Health Care Demonstration; and

b. Home Health Care-Case Management Demonstration.

Q. PREMIUMS.

1. Rates. Premium rates will be established by the Assistant Secretary of
Defense (Health Affairs) for two rate groups - individual and family. Eligible
beneficiaries will select the level of coverage they require at the time of initial
enrollment (either individual or family) and pay the appropriate premium payment.
The rates are based on Federal Employee Health Benefit Program employee and agency
contributions required for a comparable health benefits plan, plus an administrative
fee. The administrative fee, not to exceed ten percent of the basic premium amount,
shall be determined based on actual expected administrative costs for administration
of the program. Premiums may be revised annually and shall be published annually
for each fiscal year. Premiums will be paid by enrollees quarterly.

2. Effects of failure to make premium payments. Failure by enrollees to
submit timely and proper premium payments will result in denial of continued
enrollment and denial of payment of medical claims. Premium payments which are late
30 days or more past the start of the quarter for which payment is due will result
in the ending of beneficiary enrollment. Beneficiaries denied continued enrollment
due to lack of premium payments will not be allowed to reenroll. In such a case,
benefit coverage will cease at the end of the ninety day (90) period for which a
premium payment was received. Enrollees will be held liable for medical costs
incurred after losing eligibility.
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. R. TRANSITIONAL PROVISIONS.

1. There will be a sixty-day period of enrollment for all eligible
beneficiaries (outlined in paragraph D.-. of this section) whose entitlement to
regular military health services system coverage ended on or after August 2, 1994,
but prior to the CHCbp implementation on October 1, 1994.

2. Enrollment in the U.S. VIP program may continue up to October 1, 1994.
Policies written prior to October 1, 1994, will remain in effect until the end of
the policy life.

3. On or after the October 1, 1994, implementation of the Continued Health
Care Benefit Program, beneficiaries who enrolled in the U.S. VIP program prior to
October 1, 1994, may elect to cancel their U.S. VIP policy and enroll in the CHCBP.

4. With the exception of persons enrolled in the U.S. VIP program who may
convert to the CHCBP, individuals who lost their entitlement to regular military
health services system coverage prior to August 2, 1994, are not eligible for the
CHCBP.

S. PROCEDURES. The Director, OCHAMPUS, may establish other rules and procedures
for the administration of the Continued Health Care Benefit Program.
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CIVILIAN HEALTH AND MEDICAL PROGRAM q.
OF THE UNIFORMED SERVICES (CHAMPUS). CM /- / A,

The Assistant Secretary of Defense for Health Affairs has authorized the following page
changes to DoD 6010.8-R, "Civilian Health and Medical Program of the Uniformed

Ž.• Services (CHAMPUS)," July 1991 (Reprint).

PAGE CHANGE

• Remove: Pages 4-i through 4-67, 6-i through 6-36, 13-i through 13-37, and 14-i through
14-34

• Insert: Attached replacement pages and new pages 4-68 through 4-81,
6-37 through 6-57, 13-38 through 13-44, and 14-35 through 14-38

. EFFECTIVE DATES

The above changes are effective on or after:

1. Dental Benefit Plan retroactively back to April 1, 1993
2. Authorized Provider and Provider Reimbursement Methods, April 6, 1995
3. Basic Program Benefits, October 1, 1995

A .k. A- k
B.C. WHITEHEAD "
Director
Correspondence and Directives

Attachments
237 pages
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